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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Tim Kraft 

The attached was returned in 
the President's outbox. It is 
forwarded to you for appropriate 
handling, 

Rick Hutcheson 

cc: The Vice P~esident 
Stu Eizenstat 
Frank Moore 
Jack Watson 

RE: AIRLINE REFORM LEGISLATION 
STATUS REPORT 
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THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

If you approve the proposed 
letter to Magnuson, we will 
use the pen to sign letters 
(same text) to other members 
of the Committee. 

Rick 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

IHE ?F..ESID.W:IT HAS SEEN_ 

THE WHITE HOUSE 

WASHINGTON 

July 18, 1977 

THE PRESIDENT 
c 'Jt?, 

FRANK MOORE ..__,r . 
STU EIZENSTAT ~ 

Airline Reform Legislation Status Report 

We are writing to inform you of the status of airline 
reform legislation. 

Senate 

The full Senate Commerce Committee is now in its 
third week of marking up the airline reform bill, and 
three sessions are scheduled this week. Senator Cannon 
is hoping to have the bill reported before the August 
recess so that the Senate can vote on it in September. 
The current progress, however, is slow, and the bill may 
not be reported until September. Whether the full Senate 
votes will depend upon their recess schedule and upon how 
hard we press for action. 

The Committee has given tentative approval to 1) 
expedited procedures, 2) a pro-competitive policy statement 
and 3) most of the small community service program. We 
are closely monitoring the process, offering our amendments 
and lobbying for or against particular provisions. 

The more difficult items will be considered during 
the next few weeks: pricing, entry, antitrust immunity 
and charter policy. 

The vote is still unpredictable since many Senators 
are waiting to see the final product. At this time, we 
can count on support from six Senators out of eighteen 
members. Five seem undecided, and seven are tending to 
oppose. The "trouble spots" are Sens. Zorinsky, Melcher, 
Danforth, Griffin, Goldwater and Inouye. 

Since we think the Committee will act favorably once 
the markup process is finally complete, we must get the 
Committee to act as quickly as possible, so a final vote 
can be taken this year. 
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We recommend that--

- You send the enclosed letter to members of the 
Committee urging prompt action 

- You raise the issue at the next leadership meeting 

- You mention the issue at the next Cabinet meeting, 
and urge Cabinet officers to help however they can. 

The House 

Rep. Glenn Anderson, Aviation Subcommittee Chairman, 
still has not introduced a reform bill, despite repeated 
pressure from us and from the Department of Transportation. 
He said that he will not introduce a bill until he has 
reported out of the full House Public Works Committee his 
bill to provide financing to airlines to meet federal 
noise regulations. 

Last May, Secretary Adams testified in support of 
some, but not all, provisions of the noise bill. We 
supported a voluntary ticket tax to help carriers bring 
their aircraft into compliance with the noise regulations, 
but we opposed federal involvement in local decisions 
about airport land use, and we opposed a new expenditure 
program permitting Airport Trust Fund money to be spent 
to purchase land near airports. 

Rep. Anderson has revised his bill so it is now 
even more unacceptable. The new draft 1) extends by 
seven years the noise compliance deadline for most air­
craft; and 2) retains federal funding of land acquisition. 
The bill has stalled in his Committee for lack of support, 
and we have informed him that we cannot support his bill 
in its current form. We are attempting to work out a 
compromise which we can support. In the meantime, 
Anderson still has not introduced a reform bill, even 
though Secretary Adams told him last May that you would 
veto a noise bill that was not accompanied by a reform 
bill. 

We recommend that you meet with Rep. Anderson to 
urge him to get moving on the reform issue. 
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THE WHITE HOUSE 

WASii!NGTON 

To·Senator Warren Magnuson 

The Congress, and in particular, the Senate 
Commerce, Science, and Transportation Committee, 
has played a leading role in identifying the need 
for airline regulatory reform, and moving to meet 
that need. I am sensitive to the difficulties, 
delays, and pressures which bese t any legislative 
effort to reexamine a bureaucratic structure that 
has not been fundamentally changed since it was 
~stablished nearly 40 years ago. 

Because legislation reforming regulation of the 
domes·tic airline industry is so important, I hope 
your Committee will continue its hard 'vork so that 
a satisfactory bill can be placed before the full 
Senate for action this year . 

We share a mutual desire to see this important 
measure enacted into law as soon as practica ble. 

Sincerely, 

The Honorable Warren G. Magnuson 
United States Senate 
Washington, D.C. 20510 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Stu Eizenstat 
Hamilton Jordan 
Jack Watson 
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The attached was returned 
in the President's outbox 
and is forwarded to you for 
your information. The original 
article and note was forwa rded 
by us to Secretary Blumenthal. 

Rick Hutcheson 

RE: ARTICLE ON "ELIMINATION 
OF A TAX BREAK FOR U.S. 
EXPORTERS" 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Secretary Blumenthal 
The attached was returned in 
the President's outbox. It is 
forwarded to you for appropriate 
handling • 

Rick Hutcheson 

RE: "ELIMINATION OF A TAX BREAK 
FOR U.S. EXPORTERS" 

' ,, 
" ., 
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Carter to Seek Elimination of aT ax Break Ami cor Inc. to Dispose 
For U.S. Exporters,.Blumenthallndicates Of Usuelli Operation 

<q----------~Located in IVIilan, Italy :, 
Rv a WAt.t. STn~:r.r Jot:R~At. ~tall Rrportt·r The Treasury Secretary was equally en- 1, 
WASHINGTON -Trea.~ury Secretary Mi- thusiastic about a third provision, which !: 

chael Blumenthal suggr·sted that President permits U.S. taxpayers to reduce U.S. la."<es 
Carter will ask Congress to dQ away with a on their foreign earnings by any foreign 
tax break that saves U.S. exporters $1 bll- taxes paid on that income. This foreign lax 
llon a vear credit, which saves U.S. business about $3 

.-- ·But he indicated that the President won't billion a year , isn't a target of "reformers," 
propose elimina tion of another prov~ however. 
one that saves U.S. corporations about $500 In response to another question about the 
million a year by permitting them to defer Carter tax-revision package, Mr. Blumen­
taxes on the income of foreign subsidi~lcs thai said he suspected that the President 
until they brinr, the monev home. would propose "a combination" of tax 

une washmgton tax expert said later U1at breaks to encourage capital fonnation and 

Bv u WAt.t.STR~'ETJOt:RNAt.Staf/ Rrporter 
ATLANTA - Amlcor Inc. , sald It will . 

write down the remaining"' assets of Its _ 
Usuelli operation in Milan, Italy, as a first 
step toward disposing or the unprofitable · 
company. ! 

Amlcor said the write-down and provision 
tor additional disposal costs. which \\ill 
amount to a $1.3 million pretax charge 
against earnings for the first six months o: 
1977, \\ill result in the company's first loos '!· 
since 1973. ' the question of whether to propose an end to business investment. · 

deferral is still undecided with in the Carter The write-down will require that cerk'tin He declined to be more specific, although 
' I 

administration. Elimin::~tion of the export results of operations previot~>ly reported be 
he said the administration Is considering 

break is almost certain to be part of the tax- various possibilities. including ending the so- reclassified . Amlcor :1aid that vhile the re-
rcvis!on package \1:r Carter h~o promised classification will reflect a higher levnJ of ' · ~ called "double taxa tion" of corporate · divl- ' to submit by the !all, he added. earnings from conllnuing operations during ' 

During last year's presidential campalgn, dends, cutting corporate Income-lax rates, !------------------' 
candidate Carter said he was lncHned to do easing depreciation rul·~s and liberalizing 

lnating the export provision, too. While the "major g-oal" of tax revision -::,..-_.,.,_ -. .__, Super f..C?~r£2t 
away w;th ddm>l ood """" <OM;d" •Hm· tho >07o ;.,.,tmeot •~ mdit. I ~!OENT!t\L P,, ~t'.AYS I 

Although Congrt>ss tightened it up last will be- to make ttoc ta.x code simpler and c..--o-~ • 
fall, the tax break for exporters still permits I fairer, he said, the Carter ·p::~ckage will ".!n ( ·- SerVICe ' 
them to defer taxes on some of the proiits all likelihood" a.lso rontaln "some reduc- -~ 0 ~f/ ol 
they.- allocate to Domestic International lions" for both corporations and individuals. =-c---:':--...:..._~-~ --:--v7-~~ ·: 
Sales Corporations. or DISCs. Exporters The individual tax cuts- would . be conccn- i.___ .....:J--r.;:_ ~ .~ (800) 523-3430 ' 

th t th DISC · · trated on the "lower Md middle" 1 1 1.-r. '; ' '":! (2151934--7200 I argue a e provision encourages eve s, I· ~...a lurj~t3SA 1..3 (212( 42cnso 
1
, 

exports, while so-called ta.x "reformers" Mr. Dlumcnthal adctert. I .r 
argue that it only provides exporters with a r------------------~----------------__:. 
tax windfall. ' 

In an appearance before the Senate Buti- . 
get Committee, Sc-c:retary Blumenthal • 
seemed to side w!U1 t.he "reformers." at 
least on the question of DISC. "We don't 
look \vith fa\·or on DISC," he told the com-
mittee. "It costs a lot of money, and there 
isn't any way you can show an Impact on 
t 11 of 

"Reformers " also want to do away \vith 
deferral of taxes on the unrcpatri :lted earn­
ings of foreign subs;dia.rics. While ~fr . Blu· 
menthal acknowledged that deferral. too, is 
"under revl('w," he sa!d ttwre's "a lot more 
evidence" that this provision promotes prof· 
ltnble overseas Investment by U·.S. compa­
nies. 

H'holesalc Price Decline 
Is Corrected for Jww 
llv n W Al . l. STn ~ ~T JOCKN At. !il t ul/ Rt p.,rt...-

WASHI:\t;Tl):" - lt )'•) ' I W\'ft' pl<•a ,~d 

with th~ rt>port tha t wholl'~.\.1,, prlc'Cs 
f<'ll 0 G•; In June . you ' ll Pl•)h.tbly bt• 
e\'t'l\ h.q·pit-r to know thCit tht•y ad tlally 
fl'll 0 j• ( . 

Tht• Li\bor D,• pnrtrncnt . In .tnn•H mc· 
ln t: II~<' r ,· vls,•d d···r. s.u c.l ll.'! e.•rloa r•'· 
port had t..-.· n l'(( 0 1 l'<'rl' <'nl :l~t· ~)() out 

lJt't'tlliSt' So)!l oe\Jflt' t,•ok d t)W11 thl' pncc of 
rnw cottun lnn>rr rl· tlv As t\ r••sull of 
t~l<' C•>I rt'.-:lo>n . !.11 ni prt>dth: t pll.:• ·s 
plull):t'd b ~ · ( t otlh~r th nn ti :1· 'r. nm-

CCCIDD1 



THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

MEMORANDUM FOR THE PRESIDENT 

~ FROM: STU EIZENSTAT 

SUBJECT: Tax Reform 

I attach a copy of the Wall Street Journal article of 
July 20, which again has Secretary Blumenthal commenting 
on details of the tax proposal. In this article he is 
quoted as indicating that you will not propose elimination 
of the deferral of taxes on foreign income. It is my 
strong recollection that you specifically indicated at 
the end of the last meeting on tax reform that you wished 
to have this item included, and that it could always be 
taken out at a later point if you felt it to be necessary. 

ElectrostatiC Copy Made 
for Preservation Purposes 
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THE WHITE HOUSE 

WASHINGTON 

you may be interested in 

this for your visit in 

Louisiana 



THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

MEMORANDUM FOR: THE PRESIDENT 

FROM: STU EIZENSTAT s~ 
LYNN DAFT ~ 

SUBJECT: Sugar Policy 

We met yesterday with Bob Bergland, Bob Strauss, Dick Cooper, 
Fred Bergsten, and representatives of OMB and CEA to review 
the situation regarding our proposed sugar program. In brief, 
the situation is this: 

o There are several proposals on the Hill, any one of 
which, if adopted, would effectively kill the 
program we have proposed. This includes an amend­
ment to the farm bill sponsored by Congressman de 
la Garza that would legislate a price support 
program for sugar at 55% of parity and a joint 
resolution sponsored by Senator Dole that would 
overturn your decision regarding the ITC recom­
mendation. There is sufficient disaffection 
within the Congress over this issue to suggest 
that these threats should be taken seriously. 

o The Comptroller General has advised Congressman 
Findley, in response to a request by the Congress­
man, that it is his opinion that the direct payment 
program we have proposed is not authorized under 
existing law. He argues that the proposed program 
would not support prices in the market, as the law 
requires. 

o We have resumed exploratory talks in London aimed 
at an international sugar agreement. Though they 
began only a couple days ago, we are hoping they 
will provide a basis for the resumption of full­
scale talks in September. 

ElectroltatiC Copy Made 
for Pre8emltion Purposes 
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In light of this situation, the group that met yesterday 
agreed to the following course of action: 

(1) Publicly, we will reaffirm our commitment (a) to the 
use of direct payments for immediate relief to 
sugar producers and (b) to aggresively pursue 
an international sugar agreement as a longer-term 
solution. We will also make clear our commitment 
to a 13.5¢ target for raw sugar and our willingness 
to take administrative action, as necessary, to 
achieve this target. A copy of Secretary Bergland's 
press release is attached. 

(2) Privately, we will ask the Attorney General for a 
ruling on the legality of the proposed program. 

(3) Concurrently, the Department of Agriculture will 
design an alternative program that will be offered 
for your approval, should the Attorney General 
rule against the program we have already proposed. 
We can remedy the legal problems with the current 
proposal without sacrificing its key principals. 
That is, we can still use a direct payment approach 
and thereby avoid both inflationary effects and a 
protectionistic trade posture. The one element of 
the current proposal we would have to forego is 
the 2¢ per pound payment limit. Though this could 
add another $200 million to budget costs if sugar 
prices remain depressed and no agreement is 
negotiated, we think this is the next best solution. 
All agencies, including OMB, agree. 

We will keep you posted. 

While final details of the new proposal are now being worked 
out, it will entail payments to the processor, with a 
pass-through to the producer, rather than a direct payment 
to the producer. 





- Contact: Tom Sand 
447-7231 

' ... 

-- fOR It*'£0IAT£ RELEASE. 

--
- -

July 20. 1977 ·· 

U.S. Secretary of Agriculture Bob Bergland t-Onight .reaffinned 

the Carter Administration's c~~itment to assure domestic sugar 

producers 13 1/2 cents per pound ... but rnade it cle&r that .. we do 
I 

not need legislation to acc~~plfsh thfs goal." 

following a meeting at the White House this afternoon with 

the u.s .. Special Trade Representative" members of the Domestic 

Council staff and •~epresentatives of the Council of Economic 

Advisers and the Oeparbnents of State and Treasury. Bergland said 

that •'the Administr·atfon still believes that the best long-term 

solution to sagging sugar pric~s is an intern~tional agreement with 

other prooucing cou'ntries. u 

Bergland urged the House of Representatives. now consfdering 

fanm legislation. 11 not to impose a sugar policy on the u.s. government 

without the benefit of thorough study and complete public hearings.u 

................ 

, 
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THE WHITE HOIJSE 

WASHINGTON 

July 21, 1977 

Stu Eizenstat 
Jim Fallows 

The attached was returned in 
the President's outbox. It is 
forwarded to you !or appropriate 
handling. 

Rick Hutcheson 

cc: Frank Moore 

RE: URBAN LEAGUE SPEECH 
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THE PRESIDENT HAS SEEN. 
MEETING WITH PRESIDENT CARTER ON THURSDAY MORNING 

JULY 21, 1977 - 9:30A.M. 

I. 

DISCUSSION POINTS 
f f+, - :ff',t / 

******************** f//~,v ,t 
Two major problem areas under which any number of other "1.~ tp' /t4" 
problems can be subsumed. These matters are urgent enough F J / ,r ~ 
to prompt my request for a meeting: j,.p i V/J 

f-t/f I 
A. Unemployment and underemployment in Black 

communities. Obviously Housing, Health, Education, 
Law Enforcement and many other areas are adversely 
affected by unemployment and underemployment. 

1. See attached "Crisis in Black America" based 
on Department of Labor statistics. 

a devastating report on harsh economic 
realities far too many Black citizens confront. 

2. The desire of the Congressional Black Caucus 
to work with the President to diminish the 
impact of this crisis. 

B. The growth and spread of anti-Black, anti-poor attitudes 
which has lead to successful attacks against affirmative 
action programs and EOC operations. I.E. crippling 
Amendments to the Labor-HEW Appropriations Bill. 

b-1_;. ;; 

1. Obviously a growing mood of frustration, discourage­
ment and even anger has developed in Black 
communities when we see past gains threatened or 
curtailed. 

2. The absolute necessity for Presidential leadership 
in reaffirming the Nation's commitment to equal 
opportunity. 

ElectroltatiC Copy Made 
for Preservation Purposes 



"CRISIS IN BLACK AMERICA" 

According to official Bureau of Labor statistics: 

45% of black teenagers are unemployed, up almost 5% since 
January 1, 1977. 

However, roughly another 30% are unofficially unemployed 
for four reasons: 

1) have not been able to enter the labor force 
2) have given up looking for work 
3) involuntarily are working part-time 
4) are school drop-outs still classified as students. 

14% of all blacks are unemployed, up almost 3% since January 1, 1977. 

However, roughly another 10% are unofficially unemployed. 

Thus, about 75% of black youth and 24% of all blacks are 
unemployed and subemployed. 

The 200,000 public service jobs created in 1977 and the 4QO,OOO 
public service jobs created in 1978 will reduce overall 
unemployment by a maximum of 0.5%, and black unemplo~nent 
by 0.2%. 

The $4 billion public works program will generate 
direct and indirect jobs, most of which will 
and semi-skilled 'l.vhite construction workers. 
would reduce black unemployment by a maxim~~ 

about 300,000 
go to skilled 
This program 

of 0.1%. 

Somewhere between 500,000 and 1 million illegal aliens are expected 
to enter the U.S. this year. This number will be sufficient 
to entirely offset the job-creating impact of the 
Administration's stimulas package for fiscal 1978. 

Prison populations are increasing by over 10% a year. At this rate, 
by 1986 over half a million adults and youth will be in 
prisons, over 70% of them black. 

(1) 



According to an EEOC study, employ~ent discrimination cost 
black workers almost $61 billion in lost wages between 
1969 and 1974. 

In the 1960's, the mortality rate for non-white males 15-24 years 
of age rose 42%, compared to 22% for whites. 

Between March 1975 and March 1976, central cities sustained a net 
population loss of 2 million people. 

In the 15 largest metropolitan areas, the central cities share 
of metropolitan jobs dropped from 63% in 1960 to almost 
45% in 1977. At the same time, the percentage of poor people 
in these cities who are black rose from 37% to 50%. 

---------------------------------------------------------------------~ 

(2) 

. . 



. -
(2) 

II. The Congressional Black Caucus has specific recommendations on more 
narrow problem areas and therefore wants to meet with you as soon as 
is possible. Examples of the kinds of specifics to be discussed: Civil 
Rights Reorganization Plan (as discussed in Plains, Georgia); Welfare 
Reform; Utilization of minority business by Federal Agencies, etc. 

III. Progress Report on Meetings with Members of the Cabinet • •• 

IV. The significance of some of the Presidential Appointments ••• 

V. The OMB proposals for drastic reductions in the Housing Subsidy 
Program 

VI. The Administration and Minority Business. To date no definitive 
statement from the President on this issue 

VII. Will the President bring greetings to the Annual Congressional 
Black Caucus Dinner? 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Jim Schlesinger -

The attached was returned in 

j i 

the President 1.s outbox. It is 
forwarded to you for appropriate 
handling. 

cc: 
Rick Hutcheson 

Hamilton Jordan 
Frank Moore 

RE: INDUSTRIAL OIL AND GAS 
TAXES 
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_XHE l'RES I DENT HAS S:ail:;N. 

THE WHITE HOUSE 

WASHINGTON 

MEMPRANDUM FOR THE PRESIDENT 

FROM: JAMES R. SCHLESINGER 

SUBJECT: Industrial Oil and Gas Taxes 

One of the most important parts of your energy plan is the 
tax on industrial use of oil and gas. About 60 percent of 
the oil savings from the plan would come from this proposal. 

The Ways and Means Committee bill contains a large number 
of exemptions that reduced savings to 20 percent of what 
your proposal would have achieved. We have developed a 
counter proposal for the Ad Hoc Committee which would achieve 
two-thirds of the energy savings and would bring in an 
additional $8 billion to the Treasury. 

That proposal would: 

-

- Tax all _industrial use of gas at the BTU equivalent 
of oil. This would place oil and gas costs to industry 
on a par, except for boiler use, where the oil tax 
would be above the world price to prevent shifts from 
gas to residual fuel oil. 

- Tighten up some of the exemptions for the tax on oil. 

There is good receptivity to this proposal from Chairman 
Ashley and Hembers of the Ad Hoc Committee. The stumbling 
block we are facing is Chairman Ullman _who believes he 
cannot go back on the Ways and Mean$ Committee bill. Other 
members of that Committee, although favorable to the . proposal, 
are reluctant to go against the Chairman. · If we do not move 
Ullman off his current posture of opposition, the strengthening 
of the oil and gas taxes could fail. · 1 

. ~ ~ 
I . recommend that wJu call Speaker O'Neill, Chairman Ashley, 
and Chairman Ullm~ 

EleCtroltatiC Copy Made 
for PreMrvation Purposes. 
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The main arguments to make are: 

These changes triple energy savings, over the Ways 
and Means bill, from about 600 thousand barrels a 
day oil equivalent to over 2 million barrels. 

- Industrial use of gas should be taxed at its 
replacement value, the BTU equivalent of oil. 

- The current patchwork of exemptions will lead to 
inequities and unknown competitive problems among 
regions and industries. 

- By 1985, the total impact of this proposal on 
industrial prices is only .45 to .65 percent. 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

TO: Stu Eizenstat 
Frank Moore 
Jack Watson 
Bert Lance 
Charlie Schultze 
Tim Kraft 
Jim Schlesinger 

The attached was returned in 
the President's outbox and is 
forwarded to you for your information. 

Rick Hutcheson 

RE: DOUG COSTLE'S MEMO ON CONTINGENCY 
PLANS FOR 1978 AUTO SALES 

, . . , 
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IHE ?RESID&'iT HAS SEEN. 

THE WHITE HOUSE 

WASHINGTON 

July 20, 1977 

MEMORANDUM FOR THE PRESIDENT ~ 

FROM STU EIZENSTAT (./? ¥ 
KITTY SCHIRMER 

SUBJECT DOUG COSTLE'S MEMO ON CONTINGENCY 
PLANS FOR 1978 AUTO SALES 

Attached is a memorandum from Doug Costle outlining a pro­
posed EPA contingency plan for dealing with the possibility 
of lack of Congressional action on the Clean Air Act before 
the August recess. As you know, model year 1978 automobiles 
cannot meet the statutory auto emission standards now con­
tained in the Clean Air Act. Shipment of these cars will 
begin on August 8, and sales are scheduled in mid-September. 
Unless some action is taken, either legislative or administra­
tive, the industry cannot sell cars. 

Everyone is in agreement that the best resolution of this 
problem would be Congressional action on the entire package 
of Clean Air Act Amendments, including the auto issue, before 
the August recess. We are working with the Conference Com­
mittee and Frank Moore's office to determine the best way to 
speed resolution. However, Congressional resolution is 
uncertain, and there is general agreement that EPA must have 
some mechanism for permitting auto shipments and sales in a 
manner which keeps the pressure on Congress to act, but which 
does not force an industry shutdown or delay in sales. Doug 
proposes a contingency plan which would: 

• Permit shipment of cars during August without any 
EPA enforcement action 

• If Congress still has not acted by the time cars are 
scheduled for sale, seek a Court-imposed penalty 
equal to 1% of the sticker price of the car, and a 
prohibition on passing this penalty through to the 
consumer. 

ElectroetatJc Copy Made 
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• Any announcement of this policy would make clear 
that EPA will give Congress maximum leeway to act 
before actually seeking to collect the penalty, but 
if it becomes clear that Congress is not going to 
resolve the issue, it cannot ignore its responsi­
bility to enforce the law. 

This strategy presents a credible alternative to shutdown, 
but keeps the pressure on the auto industry and others to urge 
Congressional action. It simultaneously lessens the pressure 
for splitting off the auto emissions portion of the Act since 
there is a means by which cars can be sold. 

Separate action on the auto issue would probably be unwork­
able since it is unlikely that either Senator Muskie or 
Senator Hart would agree to such a strategy. It would also 
be unfortunate from a policy standpoint since the auto issue 
is the driving force in obtaining resolution on other con­
troversial, but critical parts of the Clean Air Act. A lot 
of hard work on these other issues would be lost if autos 
are dealt with alone. 

RECOMMENDATION 

OMB, Frank Moore, Jim Schlesinger and I concur with Doug's 
recommendation that you approve the contingency plan outlined 
in his memo, but continue to press for Congressional resolu­
tion of the issue. Schlesinger adds, and I agree, that we 
should contact John Dingell before making any announcement, 
and take care that it does not conflict with action in the 
Ad Hoc Committee. We will work with Jim, Doug and Frank 
Moore to determine when this plan would be announced. Charlie 
Schultze basically agrees that some contingency plan may be 
needed, but emphasizes that collection of penalties should 
be delayed as long as possible to give Congress maximum lee­
way. He and Doug have talked, and Doug has agreed to make 
this clear. Schultze's memo is attached. 



UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 

WASHINGTON, D.C. 20460 

JUL 1 9 \977_ 
THE ADMINISTRATOR 

SUBJECT: EPA Contingency Plan on 1978 
Automobiles 

MEMO TO: The President 

FROM: Douglas M. Castle 
Administrator 

INTRODUCTION 

Manufacture of model year 1978 automobiles is scheduled 
to begin in August 1977. These new cars cannot meet the 1978 
emission standards now required by the Clean Air Act. Amendments 
to the Clean Air Act which would, among other things, relax 
the 1978 standards to a level these new cars can meet are 
now being considered in a House/Senate conference. If 
Congress fails to complete action on these amendments prior 
to the August recess, shipment of these new vehicles in 
commerce would be illegal. 

The purpose of this memo is to set forth a proposed 
EPA strategy to deal with this contingency so as to: 

- Keep pressure on the Congress to resolve the emissions 
issue, but without forcing an industry shutdown. 

- Prevent pressure for separating the auto issue from 
the other aspects of the Clean Air Act from building 
to an irresistible point. 

- Demonstrate that the government will not (and cannot 
afford to) ignore patent violations of law. 
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- Demonstrate that there is a clear opportunity for 
the industry to avoid a shutdown, thereby making 
industry threats of shutdown less credible. 

SUMMARY OF EPA CONTINGENCY PLAN 

If you concur, I intend to announce the contingency plan 
described below to meet these objectives. I would emphasize 
both to you and in any statement I might make that our first 
preference, and our continuing goal, is Congressional resolution 
of this issue before the August recess. 

1. EPA will permit shipment of 1978 autos from factories 
to dealers under consignment and will seek no 
penalties for shipment. 

2. If Congress fails to act prior to the first sales 
of model year 1978 autos (mid-September), EPA will 
seek court orders imposing a penalty equal to 
1 per cent of the vehicle sticker price. In the 
event that Congress does not act in this session 
EPA would seek second phase penalty equal to the 
cost of compliance with current statutory emission 
standards ($300 to $360). (It is doubtful that 
this second phase ever would be required, since 
this plan keeps the impetus on Congress to act.) 

3. In applying for penalties in court, EPA will seek to 
prohibit the manufacturer from passing on the cost 
of the penalty to the dealer or the consumer. 

BENEFITS OF EPA CONTINGENCY PLAN 

- Manufacturers may ship without penalty and thus are 
given a clear alternative to halting production. 

Congress is given until late September or early October 
(traditional model year introduction date) to act 
before any manufacturer will be disrupted or subjected 
to penalty. 



. . 

RISKS 

3 

- Penalty proposal demonstrates that EPA will not 
ignore violations if Congress fails to act. 

- Policy sets penalties at a level which will result 
in only minimal economic impact. 

- EPA attempts to protect the consumer by requiring 
that penalties be taken from company profits. 

Manufacturers may refuse to ship or sell cars under a 
penalty scheme. Chrysler and GM have stated they will not 
ship or sell cars unless EPA declares such actions to be 
legal. However, an industry refusal to produce cars under 
the proposed contingency plan would, in my opinion, not be 
credible either to the public or the Congress. 

I have discussed this subject with Douglas Fraser. 
While he has not committed to support EPA, Mr. Fraser 
has told me that if the industry rejects EPA's plan the 
UAW would want to have further talks with EPA. He recommended 
an early announcement of EPA plans for dealing with 
Congressional inaction. 

OPTIONS REJECTED 

I considered a number of other options before deciding 
on the course outlined above. 

A. Allow manufacturers to call their new cars 1977 
models until the end of this calendar year. I 
rejected this option because it would have required 
the government to rely on an obvious artifice: that 
newly styled cars, introduced on the traditional 
new model year introduction date, were not 1978 
cars but were simply "new 1977" models. 

B. Announce that EPA would seek no penalty on shipment 
or sale of new 1978 cars pending Congressional 
action. I rejected this option because it would 
require EPA to publicly turn a blind eye to 
wholesale violations of existing law. 
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C. Require manufacturers to sign a consent decree 
before shipment and/or sale of any 1978 vehicles 
would be permitted. I rejected this option because 
a refusal by manufacturers to sign such a consent 
decree would produce a confrontation which can be 
avoided by having EPA simply seek penalties 
independently in court. 

D. Seek maximum penalty ($10,000 per car) and/or seek 
injunction against shipment and sale of any new 
1978 autos. I rejected this option because it would 
produce massive economic disruption and little if 
any environmental benefits (people would simply 
continue to drive older, dirtier cars). 

POTENTIAL ECONOMIC IMPACT OF EPA CONTINGENCY PLAN 

While EPA will seek to prevent the manufacturers from 
adding the 1 per cent penalty to the price of the car, if 
this effort should prove unsuccessful, higher retail prices 
will result in fewer car sales and reduced employment totals 
in the automobile industry. According to a Ford Motor Company 
sales forecasting model, the effects of this penalty, if 
reflected in retail prices, would be to reduce auto sales and 
auto industry employment by 0.4 per cent. 

If, as intended, these penalties are not passed through, 
the above impacts will not occur. Published data for 
previous years indicate that General Motors and Ford profits 
will probably be high enough to absorb the 1 per cent penalty; 
Chrysler and American Motors profits may not be high enough 
to absorb the penalty if they do not have a strong sales 
performance. 

If Congress acts before new cars are sold then no 
penalties would be imposed. 
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RECOMMENDATION: 

That you approve announcement of the EPA contingency 
plan. I would hope that you might be available when appropriate 
to urge the leadership to act on th whol~(il before their 
August recess. , ~' 

~ as M1ostl~{A 

Approve 

Disapprove 

See me 





THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

July 20, 1977 

MEMORANDUM TO STU EIZENSTAT 

FROM: Charlie Schultze c.-i-rS 

SUBJECT: EPA Memo on Contingency Plans for Model Year 
1978 Automobiles 

The Administration and the President should do 
everything possible to get the amendments cleared by 
Congress. This should be our primary objective and 
strategy. Failing this CEA recommends that we 
substantially modify the contingency plan proposed 
by EPA. I have two observations on their proposal. 

I have grave problems with a strategy of actually 
penalizing automobile companies and, very 
possibly, automobile consumers in order to put 
pressure on Congress. 

Failing passage by the start of the recess we 
recommend that EPA announce the following 
contingency plan: 

(a) EPA will uphold the law by seeking 
penalties for cars that do not meet the 
legal standards. 

(b) In view of the current intent of Congress 
to change the actual standards with an 
effective date at the beginning of the 
model year, EPA will not actually collect 
the penalties until it can make a 
determination that Congress will not 
change the law applying to the 1978 model 
year (i.e. if the Act now before the 
Congress passes, the 1978 models sold in 
September will not have been in violation) . 
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This plan would: 

Demonstrate that EPA will not overlook wholesale 
violations of the law; 

Avoid the likelihood that the automakers will 
in fact raise their prices to cover the penalty; 

Avoid the legal problem that would arise when 
Congress does pass the amendments, which will 
retroactively make the auto companies be in 
compliance. At that point the auto companies 
would most likely sue for recovery of the 
penalties anyway. 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Secretary Marshall -

Re: Administration Position on 
Revision of the Tip Credit 
in the Minimum Wage Amendments 

The attached was returned ~n the President's 
outbox and is forwarded to you for appropriate 
handling. 

Rick Hutcheson 

cc: The Vice President 
Stu Eizenstat 

Hamilton Jordan 
Frank Moore 
Jack Watson 
Bert Lance 
Charlie Schultze 

·. 

, .. 
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THE ?E\ES I DEiH HAS SEEN. 

U.S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

July 20, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

Ray Marshall 
Secretary of Labor~~. 

Administration Position on Revision of the 
Tip Credit in the Minimum Wage Amendments 

On July 19, 1977, the House Committee on Education and Labor 
ordered reported the amendments to the Fair Labor Standards 
Act containing the compromise agreement to increase the 
minimum wage. In addition to repealing or modifying some of 
the exemptions in the Act, the Committee approved a revision 
in the current 50 percent tip credit by establishing a maximum 
allowance for tips of $1.15 an hour on January 1, 1978, $1.10 
on January 1, 1979, $1.05 on January 1, 1980, and $1.00 
on January 1, 1981, and thereafter. This was a significant 
modification from both the original Dent bill which would 
have repealed the tip credit outright, as well as from the 
phaseout of the tip credit as originally announced by 
Congressman Burton and as proposed in a bill introduced by 
Senator Williams on July 15. 

I believe the Administration has two options with respect to 
this issue--(1) support the tip credit provision in the House 
bill or (2) oppose any change in the tip credit provision in 
the Act. 

Option 1--Support the House Committee Tip Credit Provision 

Administration support might head off attempts to repeal or 
phase out the tip credit on the Senate side. Total elimina­
tion of the tip credit would have a substantial impact on 
wage bill costs--an annual increase of more than $1 billion 
over the cost of the present 50 percent tip credit--particu­
larly in the restaurant, hotel, and motel industries. In 
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contrast, the much more modest House Committee provision would 
result in an increase of $65 million the first year, $114 
million the second, and $172 million the third. From the 
point of view of tipped employees the House Committee provision 
would provide them with a greater share of the mandated 
increases in the minimum wage, and an equal share after the 
tip credit reaches the $1.00 plateau. Inasmuch as the changes 
are relatively modest, there should be little or no effect 
on employment or prices. 

The u.s. Department of Commerce, in the U.S. Industrial Outlook 
1977, projected a particularly bright future for eating and 
drinking places. The good portents for the industry included 
increases in consumer disposable income and a willingness 
to spend it on meals. This projection is reflected even in 
California where employment and sales in the commercial food 
service industry increased between 1975 and 1976 even though 
no tip credit is permitted. 

Option 2--0ppose the House Committee Provision and Retain 
the Current 50% Tip Credit 

The relative reduction in percentage terms of the tip credit 
might cause some employers to shift to a service charge which 
could lower combined wage and tip compensation of tipped 
employees. The added cost of the House Committee provision 
might (although this did not happen in California) encourage 
some employers to convert to alternative methods of serving 
customers--buffet or cafeteria. 

Recommendation 

On balance, I believe support of the House provision will 
prevent the adoption of outright repeal and might help 
expedite enactment of this critically needed legislation. 

This morning Congressman Burton called to request that the 
Administration not oppose actively any of the Committee's 
amendments. He believes that many of these are needed to 
trade off on the Floor if we are to protect the basic changes 
needed in the law. 



MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

THE PRESIDENT 

STU EIZENSTAT ~ 
Minimum Wage - Tip Credit 

In the attached memo, Ray Marshall urges you to shift 
your position on the tip credit and accept the compromise 
phasedown adopted by the House Committee. He reasons 
that we might thereby head off attempts to repeal the 
credit in the Senate. 

I disagree with his recommendation. 

• I believe the tip credit should be retained intact. 
Employers whose wage bills rise sharply for tipped employees 
will have a strong incentive to use fewer such employees. 
These workers are disproportionately women, students, 
part-time workers and minorities. 

• Our tactical position is much stronger in the Senate 
if we fight for and win the battle to retain the tip 
credit on the House floor. Given the closeness of the 
Committee vote to phasedown the credit (22-14) we are 
likely to win. If we lose we can always compromise later. 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Frank Moore 
Tim Kraft 
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( 

! 

-!' 
I 

the President's outbox. It is 
forwarded to you for appropriate 
handling. 

Rick Hutcheson 
cc: Richard Harden 

Fran Voorde 
Les Francis 

RE: COMPUTER SYSTEH USED FOR 
VOTING RECORDS AND ANALYSIS 
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!rHE FRESIDruiT HAS SEEN. 

THE WHITE HOUSE 

WASHINGTON 

July 18, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

FRANK MOORE _7 llh 

Computer System Used for Voting 
Records and Analysis 

Attached you will find a memo from Richard Harden, 
describing the computer system we have put into operation 
in the Congressional Liaison office. A separate memo from 
Les Francis demonstrates a few possible applications of 
the system and indicates the kind of political analysis 
the system enables us to perform. 

In addition, we thought you might want to take 10 or 15 
minutes to observe a demonstration of the system in 
operation. Please let me know if you wish to do so. 

I IV 1tte J,/J.-.., r -10" ~ 

YES 
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THE WHITE HOUSE 

WASHINGTON 

July 18, 1977 

MEMORANDUM FOR: THE PRESIDENT 

FROM: 

SUBJECT: 

RICHARD HARDEN 

Computerized Congressional 
Vote Analysis 

As Frank Moore mentioned to you, we have developed a simple 
system for analyzing Congressional votes. The purpose of this 
memo is to briefly explain the technical aspects of the system. 

There is a computerized file on each Congressman containing the 
following information: 

Name 
Party 
State 
Committee Assignments - Chairman/Member 
White House Contact 
Other Contacts 
Roll Call Votes and Vote Counts 

The Other Contacts field is provided to permit Frank to quickly 
identify individuals throughout the Administration who have a special 
relationship with a given Congressman or Senator. 

Any number of votes can be maintained on file. We currently have 
3 3 roll call votes and 2 vote counts. 

You operate the system by simply specifying the values for par­
ticular variables you select. For example, we recently identified 
all the Democrats who had indicated that they are against the consumer 
protection proposal. In printing that list we can also ask for the 
11 0ther Contacts 11 as a way of determining who can help in working 
with these individuals. 
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We can also examine how these people have voted in the past on 
similar issues to get some indication of the likelihood that we might 
be able to change their votes. In regard to your participation in 
campaign efforts next year, we can quickly determine the degree to 
which an individual has voted with the Administration on key votes. 

We have made an effort to insure that no sensitive, personal infor­
mation is placed on the file with the emphasis on information that 
is available to the general public. 

We have also set the system up so that it can be utilized by other 
agencies. In that regard Schlesinger's staff is currently conducting 
a detailed analysis on prior energy votes in an effort to be better 
prepared for the up-coming votes. 

Let me know if you have any questions. 



THE WHITE HOUSE 

WASHINGTON 

July 18, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: LES FRANCIS fo ~ 
SUBJECT: Sample Analysis of Support for Administration 

in the House of Representatives 

I. Introduction 

One of the most useful applications we can make of the 
computer system Richard Harden has described to you, is 
to determine sources of strength and areas of weakness 
for the Administration's programs in the Congress. The 
information thus derived can be used in allocating re­
sources more effectively (including your time) , in gen­
erating support on the Hill. 

In this memorandum I will address myself to the following 
topics: 

• General level of support 1n the House of 
Representatives; 

• Congressional support by regions; 
• Support in the House according to levels 

of seniority and leadership status; 
• Individual Representatives who have been 

especially supportive and those who have 
not; and 

• Conclusions and future uses of the system. 

In this initial study, we have identified six key votes 1n 
the House of Representatives which cut across a variety of 
issues. A brief description of each follows: 

Roll #11: 

Roll #42: 

Final passage of the Emergency Natural 
Gas Act (passed 336-82; Administration 
position was "Yes"); 

Amendment to restore funds for nuclear 
carrier. (Failed 161-252; Administration 
position was "No"); 



Roll #56: 

Roll #70: 

Roll #162: 

Roll #289: 
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Motion to recommit $50 rebate (failed 
194-219; Administration position was 
"No"); 

Repeal of Byrd amendment on Rhodesian 
chrome (passed 250-146; Administration 
position was "Yes"); 

Emery amendment to the First Budget 
Resolution to remove funds for water 
projects (failed 143-252; Administration 
position was "Yes"); 

Preyer substitute to Clean Air Act 
(failed 190-202; Administration 
position was "Yes"). 

II. Overall Support in the House of Representatives 

Despite the fact that this analysis is based on only six 
votes, we find some interesting trends. A disturbing fact 
is that the Democratic majority in the House has exhibited 
a relatively low level of support for the Administration 
on these crucial issues. The mean average among Democrats 
was only 68.5%, although the median was approximately 80%. 
(53 Members "scored" 100%, 70 at 83.3%, and 27 at 80%.) 

By categorizing the Democratic membership according to 
geography, seniority, and leadership status, we can see 
where we need to do additional work. 

III. Support by States and Regions in the House 

For purpose of illustration, the average (mean) level(s) 
of support for six states are noted below: 

California: 
Georgia: 
Illinois: 
Massachusetts: 
New York: 
Texas: 

78.2% (29 Democratic Representatives) 
38.3% (10 Democratic Representatives) 
76.5% (11 Democratic Representatives) 
86.7% (9 Democratic Representatives) 
82.8% (28 Democratic Representatives) 
29.0% (21 Democratic Representatives) 

Using the alignments adopted by the DNC for its organizational 
purposes, we find a wide variation in support among the seven 
geographical regions: 

Northeast: 
Mid-Industrial: 

84.7% (44 Democratic Representatives) 
79.5% (51 Democratic Representatives) 
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Mid-Atlantic: 77.2% (33 Democratic Representatives) 
Southeast: 55.1% (59 Democratic Representatives) 
Plains: 80.4% (21 Democratic Representatives) 
Southwest: 30.2% (35 Democratic Representatives) 
Far West: 76.2% (43 Democratic Representatives) 

Of interest here is that the electoral strength demonstrated 
by the national ticket in the Northeast and the South in 
November has not carried over into the House of Representatives. 
Whereas the Northeast reflects a high level of support for 
the Administration on the six issues selected, the South 
does not. 

On the other hand, whereas the Carter/Mondale ticket did 
not do well in the Plains states or the far West in 
November, we are experiencing success among the Democratic 
delegations from those states in the 95th Congress. 

IV. Support by Levels of Seniority 

Some limited calculations reveal that: 

• Among the 32 most senior Democrats (those who have 
been serving 12 terms or more), the Administration 
experienced a 62% level of support on the six is­
sues. 

• Among the 15 Democrats who were first elected in 
the Johnson landslide of 1964 and who are serving 
in the 95th Congress, the level of support was 
70.2 %. 

• Among the Democrats first elected to the 94th 
Congress (the group that it has been suggested 
should be your strongest base), the level of 
support was 76.9%. In addition, it is important 
to note here that of 53 Democrats who have scored 
100 %, 20 (37.7%) were first elected to the 94th 
Congress, a significant number considering the 
fact that they comprise only about one-fourth of 
the total House Democratic membership. 

• Among this year's Freshmen, the Administration 
has not fared as well. The average level of sup­
port among this year's 46 new Members was 69.1%, 
which is closer to the overall Democratic average 
than it is to the average among second-termers. 
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V. Support Among Committee Chairmen 

Chairmen of standing committees in the House demonstrated 
varying degrees of support for the Administration's position 
on the six issues, ranging from 0% (Roberts) to 100% (Rodino 
and Staggers). Percentages for the Chairmen are: 

ASHLEY, Ad Hoc Energy . . . . . . . . . . . . . 83.3% 
BROOKS, Government Operations . . . . . . . 40.0% 
DELANEY, Rules. . . . . . . . . . . . . 83.3% 
DIGGS, District of Columbia . . . . . . 75.0% 
FLYNT, Standards of Conduct 16.7% 
FOLEY, Agriculture. . . . . . . . . . . . . 80.0% 
GIAIMO, Budget. . . . . . . . . . . . . 83.3% 
JOHNSON, Public Works & Transportation ..... 66.7% 
MAHON, Appropriations . . . . . . . . . .. 16.7% 
MURPHY, Merchant Marine & Fisheries . . . . 50.0% 
NIX, Post Office & Civil Service. . . ... 83.3% 
PERKINS, Education and Labor. . . . . 66.7% 
PRICE, Armed Services . . . . . 75.0% 
REUSS, Banking, Finance & Urban Affairs . . . . 80.0% 
ROBERTS, Veterans Affairs . . . . . . . . . . . 0.0% 
RODINO, Judiciary . . . . . . . . . • . . . 100.0% 
SMITH, Small Business ............. 66.7% 
STAGGERS, Interstate & Foreign Commerce .... 100.0% 
TEAGUE, Science & Technology. . . . .... Absent 
THOMPSON, House Administration. . . . . 80.0% 
UDALL, Interior & Insular Affairs . . . . 80.0% 
ULLMAN, Ways & Means. . . . . . . . . . . . . . 83.3% 
ZABLOCKI, International Relations . 50.0% 

Among chairmen of standing committees, support for the 
Administration's position averaged 66.4%, only slightly below 
the average for the total Democratic membership, but sub­
stantially less than that of both "Sophomore" members and, 
interestingly, the elected and appointed leaders of the House. 

Jim Wright ---------------- 83.3% 
John Brademas ------------- 83.3% 
Dan Rostenkowski ---------- 80.0% 
Ben Rosenthal ------------- 83.3% 
Bill Alexander------------ 66.7% 
George Danielson ---------- 83.3% 
Tom Foley ----------------- 80.0% 

AVERAGE 80.0% 

A summary of support by seniority and by leadership status 
follows: 
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• Most Senior Members (12 terms or more) ------- 62.0% 
• Chairmen of Standing Committees -------------- 66.4% 
• First-term Members (elected November 1976) --- 69.1% 
• Members First Elected in 1964 ---------------- 70.2% 
• Members First Elected in 1974 ---------------- 76.9% 
• Elected and Appointed Leadership ------------- 80.0% 

VI. Individual Supporters on All Six Issues 

Those Democrats who voted with the Administration on all 
six roll calls were: 

1. Badillo 19. Mitchell (Farren) 
2. Baucus 20. Moakley 
3. Beard 21. Moffett 
4. Bedell 22. Moorhead 
5. Bingham 23. Nolan 
6. Cavanaugh 24. Ottinger 
7 . Cornell 25. Pease 
8. Downey 26. Rodino 
9. Edwards (Don) 27. Seiberling 

10. Fascell 28. Solarz 
11. Fisher 29. Spellman 
12. Jacobs 30. Studds 
13. Kostmayer 31. Tsongas 
14. Lehman 32. Vento 
15. Lundine 33. Waxman 
16. Maguire 34. Wolff 
17. Markey 35. Yates 
18. Mikva 

By contrast, those Democrats who voted against the position 
of the Administration on all six issues were: 

1. Burleson 
2. English 
3. Hightower 
4. Huckaby 
5. Roberts 
6. Waggonner 
7. White 

VII. Conclusions and Future Uses of the System 

1. The House Leadership has a good record of voting 
for the Administration's position on selected issues. How­
ever, Jim Wright apparently has been unable to exercise 
much influence with his colleagues from Texas and elsewhere 
in the Southwest. 



- 6 -

2. Democrats from New England and the rest of the 
Northeast have been very supportive, whereas we are weakest 
in the South and Southwest. 

3. Committee chairmen and those Democrats with the 
greatest seniority have been the least supportive of the 
Administration's positions. 

4. The class of 1974, many members of which come 
from traditionally Republican districts or from very mar­
ginal districts, has been quite supportive of the President 
on key issues. However, the class of 1976, which has a 
decidedly different makeup (most come from historically 
safe Democratic districts), has not been as supportive. 

Future Uses of the System 

The information and conclusions derived from this kind of 
system have several applications. First of all, on issues 
that we have several votes on, we can make some early pre­
dictions on where our "automatic" strength ought to be as 
well as where intensive lobbying will be required. In ad­
dition, we will be able to match vote counts (surveys of 
how members say they are going to vote), against past 
performance on similar and/or identical issues. 

Indications of general levels of support may also be used 
in scheduling decisions, not only for the President's time 
but that of Cabinet officers and White House staff as well. 
For example, meetings between the President and the South­
west delegation and committee chairmen might serve to gen­
erate higher levels of support for the Administration's 
program. Decisions on campaign appearances ought to be 
made only after an individual's voting record has been 
examined, etc. 

We will continue to update our file and prepare ongoing 
analyses. Summaries of the information thus derived will 
be provided to you if you so desire. 

NOTE: We are currently working on a similar analysis 
for the Senate. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. O.C. 20503 

July 21, 1977 

MEMORANDUM FOR THE PRESIDENT ~ 
. fYf/ 

FROM: JIM MciNTYRE 9..,_.. ::; 
SUBJECT: EMERGENCY LOAN CRITERIA 

In response to your question on emergency loan criteria 
under the Small Business Administration's disaster loan 
fund, we are establishing an interagency working group 

c_ 
/ 

to develop an options paper on tightening the disaster 
declaration criteria. The group will be chaired by HUD's 
Federal Disaster Assistance Administration (FDAA), which 
coordinates disaster declaration requests. The working 
group will include SBA and USDA. The options paper will 
be part of the 1979 budget review and will be due to OMB 
by October 15, 1977. We will convey this request to FDAA 
and closely monitor the development of the options paper. 

Electroetatic Copy Made 
for ~tion Purposes 
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?2rren J. f\litch~4i, Md ., Chairperson 
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C,roiss Co!lil"s. Il l., Treasu:'~ r 
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2U2- 225-l figl 
~1onal d V. D eil urns, Calif., Secretary 

July 15, 1977 
Y to nne B. Burke, Calif., 
'.'l illiam Clay, Mo .. 

· John Conyers, Mich. 
C harles Diggs, M~ich. 

WaltP.r E. Fauntroy, D.C. 
Harold Ford, Tenn. 
Augustus Hawkins, Calif. 
3arbar:J Jordan, Texas 
~alph i\-1etcalfe, Ill. 
Robert N.C. Nix, Pa. 
Charles Rangel, N.Y. 

·Louis Stokes, Ohio 

\. 

The President 
The ~.Jhite House. 
Washington, D.C. 

Dear Mr. President: 

20500 
% 

1 R JUL 1977 

The members ' of tlie Congressional Black Caucus have asked me 
to express to you their strong opposition to the proposal 
by the Office of Management and Budget to largely abolish 
federal housing subsidies to provide additional funds for 
welfare reform. Such a proposal is riddled with serious 
defects and would be, in both the short and long run, harm­
ful to the nation's poorer citizens. 

In the first place, one of the major arguments set forth in 
the OMB position paper is that "significant outlay saving 
would be possible in 1982 and beyorid." Essentially, . the 
proposed cash out attempts to take from the poor to give to 
the poor. Other issues aside, we believe that the focus of 
inquiry should be obtaining new funds to assist lower-income 
citizens, and finding those funds in programs now essentially 
s ubsidizing wealthier members of society and paying for 
unnecessary military programs. 

The fundamental fl aw, in practical terms, in any widespread 
cash out proposal, is that it is politically infeasible to 
provide cash welfare payments anywhere near need or even nea r 
the total of benefits available under existing programs. The 
OMB proposal candidly states that "OMB acknowledges that re­
distributing housing subsidies to all who quali.fy under ~~el­
fa:re reform (estimated to be 9.7 million) would :reduce ~ signi­
fidmtly the average subsidy per current recipient." · Despite 
this admission, OMB urges that somehow poverty-level households 
will be better off under their plan. 

Moreover, the housing programs are inherently valuable not 
only for the housing they provide lower-income persons, but 
also because they are the only coordinated effort to rehabili­
tate our urban areas. He do not believe that the marketplace 
will, by itself, improve the housing stock in the nation's 
c i ties. Poor, and frequently Black and Brown, Ameri.cans w:Ul 
be forced to spend t~eir housing funds on the same dilapidated 
ghetto housing. In i act, the likely ~pact of the O~lli proposal 
-;.;rould be to have fewer dollars seeking the same amount · of 
housing, and for hous ing costs to rise with no improvement in 
condition. The nuillerous recent reports on the astonishingly 
rapid rise in ' housi~g costs only confirm this fear. 
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L t sum, we would urge that the Administration reject any proposal 
. t·J direct casti payments. Hembers of the Caucus hope that the 
~Jelfare reform proposals to be set forth by your Administration 
during the next several \veeks will provide for a humane system of 
adequate payments which \vill meet the needs of our poorest citizens 
and help to improve their economic and social conditions. 

Sincerely, 

PJM/ryj 

' 

.. 



l'.HE _FRESI.D&.'iT EAS SEEN. 

ElectroltatiC Copy Made 
for ,.._,..tlon Purposes THE WHITE HOUSE 

I. PURPOSE 

WASHINGTON 

July 20, 1977 

MEETING WITH REP. FARREN MITCHELL 
Thursday, July 21, 1977 
9:15 a.m. (10-15 minutes) 
The Oval Office 

From: Frank Moore 1 /"1 . 

To meet with Rep. Farren Mitchell to discuss potential 
legislation of interest to the Congressional Black Caucus. 

II. BACKGROUND, PARTICIPANTS AND PRESS PLAN 

Background: Rep. Mitchell is the Chairman of the Congressional 
Black Caucus. He is interested in discussing legislation of 
particular interest to him and the Black Caucus and, as 
representatives of mostly minorities and low-income people, 
the Black Caucus feels there is a need to share with you their 
concerns about the Administration's lack of initiative in 
some crucial areas as follows: The unemployment crisis for 
blacks; the most recent OMB housing proposal as it relates 
to the welfare program; the attacks on the 8(a) program, 
(the criticism is that the money allocated for the OMBE 
program is not being used for minority business assistance); 
the assaults against affirmative action; the mood of developing 
frustration among blacks and minorities, (only the White 
House can set forth in clear terms its commitment on 
affirmative action and civil rights) . He also will request 
a White House meeting with 100 of the most prominent black 
businessmen to assess minority enterprise and a meeting with 
the Congressional Black Caucus. Rep. Mitchell was first elected 
in 1970, and received 94.4 % of the vote in 1976. His district 
is the city of Baltimore; the population consists of 74% 
black, 37 % white collar and 40% blue collar. Rep. Mitchell 
is Chairman of the Domestic Monetary Policy Subcommittee of 
the Banking, Housing and Urban Affairs Committee and 
Chairman of the Human Resources Task Force of the Budget 
Committee. 

Participants: The President, Rep. Farren Mitchell, Frank 
Moore, Valerie Pinson. 

Press Plan: White House photographer only. 

III. TALKING POINTS 

1. You might want to share the discussions on a clean 
draft of Humphrey-Hawkins. 



Electrostatic Copy Made 
for PI'8Mr'Vation Purposes 

XHE PRESIDENT HAS SEEN • 

THE WHITE HOUSE 

WASHINGTON 

July 20, 1977 

GREETING FUTURE FARMERS OF AMERICA 

I. PURPOSE 

Thursday, July 21, 1977 
10:00 A. M. (10 minutes) 
The Rose Garden 

FROM: MARGARET COSTANZA ~ (,.... 

To Greet the 1977 State Officers of the Future Farmers of America. 

II. BACKGROUND, PARTICIPANTS AND PRESS PLAN 

A. Background: This meeting will be the highlight of the Future 
Farmers of America State Presidents' Washington Conference. 
It also coincides with the organization's 50th and Golden 
Anniversary celebration. 

B. Participants: See Tab A 

C. Press Plan: Open Press Coverage - White House Photographer 

III. TALKING POINTS 

To be provided by Jim Fallows 

IV. SCENARIO 

The group of approximately 100 will be assembled in The Rose 
Garden at 9:50 A. M. Margaret Costanza will open the session 
at 9:55 A. M. and introduce you at 10:00 A. M. Standing immedi­
ately behind you on the steps will be the 6 National Officers of 
the FAA, Secretary Bergland and Commissioner of Education Boyer. 
Following your remarks there will be very brief responses by: 

- James Bode, National FAA President who will present you 
with first 50th Anniversary Medallion and invite you to 
speak to FAA's 50th Convention in November. 

- Glen B. Smith, Georgia State FAA President who will pre­
sent you with a lifetime membership in the National FFA 
Alumni Association. 

Following your departure the FAA members will tour The White House. 



Partie ipants_ 

The President 

Honorable Robert S. Bergland, 
Secretary of Agriculture 

Honorable Ernest L. Boyer, 
U. S. Commissioner of Education 

80 State Officers of the Future Farmers of America 

TAB A 

6 National Officers of the Future Farmers of America 

55 Family members 

Anthony G. De Lorenzo, 
Vice President in Charge of Public Relations 
General Motors 

Robert D. Lund, Vice President of General Motors, 
General Manager of Chevrolet Motor Division 

Richard L. Terrell, 
Vice Chairman, General Motors 

Glenn B. Smith, President of 
Georgia State FFA Association 

Margaret Costanza, 
Assistant to The President 
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THE WHITE HOUSE 

WASHINGTON 

July 20, 1977 

MEMORANDUM TO THE PRESIDENT 
/..' 

FROM: JIM FALLOWS \Jt'-

SUBJECT: Future Farmers of America 

Susan Battles has these suggestions: 

1. You can welcome these 50 state presidents with a sense 

of kinship, since you belonged to the FFA as a young man in 

Plains. Your interest in the organization has been 

enduring; when the Future Farmers of America Alumni Associa-

tion was established, you were a charter member. You 

share with this group a memory and knowledge that are too 

rare these days (especially in Washington)--the memory of 

farm work and the knowledge of what it means to work with 

your hands. 

2. As you recount in, Why Not the Best?, your life and that 

of your family revolved around farming for decades and it 

was a difficult although rewarding kind of existence. You 

might want to expand on the "Farm" chapter in your book in 

which you say; "My life on the farm during the Great De-

pression more nearly resembled farm life of fully 2,000 years 

ago than farm life today." In that chapter, you mention the 

Future Farmers of America training you received in school. 

You could discuss how worthwhile the organization is and how 

it helps young men and women learn the skills they will need 

to live and work productively on a farm. 
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3. You proclaimed the week of March 28 National Farm Safety 

Week, 1977, and the first paragraph of the statement might be 

worth re-stating: 

Many of the men and women who founded our nation were 

farmers, and farmers were a major factor in turning this 

land from a wilderness to a great and productive nation. 

As we enter our third century, the majority of our 

people no longer live on farms, but each farmer and farm 

worker has a more vital role than ever before in our 

common welfare. Not only our own people in cities and 

towns, but millions of others around the world, depend 

on the food and fiber produced on America's farms. 

4. In 1938, when you were a ninth grade member of Future 

Farmers of America, one of the group projects was to build a 

few exhibits, including minitures of a farm house, Mt. Vernon, 

and the White House. Mr. L. King Moss, then an agriculture 

teacher in Plains, recently said in an FFA magazine article, 

"I guess that was Jimmy's first real connection with the 

White House." 

5. Everyone with a farming background has heard about the 

steady decline of the small farm and the farm family. But this 

group of young people represents the new interest that is 

growing among rural youths in staying on the farm. These 

people can have a fine, rewarding future if they combine hard 

work with determination. We all depend upon farmers for our 

food, so there will always be a place in American society for 

those who choose to live off the land. 

# # # 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Stu Eizenstat 
Jody Powell 

The attached was returned in the 
President's outbox and is forwarded 
to you for appropriate handling. The 
signed originals have been forwarded 
to· Bob Linder. 

cc: 

Rick Hutcheson 

The Vice President 
Hamilton Jordan 
Bob Lipshutz 
Bert Lance 
Zbig Brzezinski 
Bob Linder 

RE: LETTER TO THE CAB URGING EXPEDITED 
IMPLEMENTATION OF THE BILATERAL AIR 
AGREEMENT 
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THE WHITE HOUSE 

WASHINGTON 

MONDALE 
COSTANZA 
EIZENSTAT 
JORDAN 
LIPSHUTZ 
MOORE 
POWELL 
WATSON 
LANCE 
SCHULTZE 

ARAGON 
BOURNE 
BRZEZINSKI 
BUTLER 
CARP 
H. CARTER 
CLOUGH 
FALLOWS 
FIRST LADY 
HARDF.N 
HUTCHESON 
JAGODA 

KING 

FOR STAFFING 
FOR INFORMATION 
FROM PRESIDENT'S OUTBOX 
LOG IN TO PRESIDENT TODAY 
I~1EDIATE TURNAROUND 

ENROLLED BILL 
AGENCY REPORT 
CAB DECISION 
EXECUTIVE ORDER 
Comments due to 
Carp/Huron within 
48 hours; due to 
Staff Secretary 
next day 

KRAFT 
LINDER 
MITCHELL 
MOE 
PETERSON 
PETTIGREW 
POSTON 
PRESS 
SCHLESINGER 
SCHNEIDERS 
STRAUSS 
VOORDE 

.__WARREN 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 20, 1977 

THE PRESIDENT 

STU EIZENSTAT 

Letter to the CAB Urging 
Expedited Implementation 
of the Bilateral Air 
Agreement 

In the attached memo Brock Adams recommends that you sign 
three letters: one to Chairman Kahn of the CAB, one to 
Cy Vance and one to Adams himself. The letter to 
Chairman Kahn urges him to expedite the proceedings for 
designating carriers to serve the new markets opened up 
by the signing of the new bilateral air agreement (Dallas­
Ft. Worth and Atlanta). The letter also urges speedy action 
on the withdrawal of certification for cities which now have 
two American carriers, and which under the agreement will 
have 1 US and 1 UK carrier (Boston and San Francisco) . The 
letters to Vance and Adams urge cooperation with the CAB in 
this matter. 

OMB, State and Justice have recommended minor changes in 
these letters. The recommendations of OMB and State have 
been incorporated in the draft. The paragraph suggested by 
Justice has not, because it involves an overly specific 
directive to the Board concerning how to proceed. 

The Vice President's staff has also requested that the CAB 
letter urge expedited proceedings on other issues originally 
covered in the Trans Atlantic Route case. I agree. Their 
views are reflected in the letters. 

Also in this packet is a memo from Mike Egan criticizing 
the limitations on competition contained in the new bilateral 
agreement. Egan urges that to offset the loss of free 
competition we should seek to write into the new agreement 
a commitment from the British to negotiate a liberal charter 
agreement. The agreement now contains a non-binding under­
standing along these lines. Our negotiators intend to seek 
such a commitment. 

I recommend that you sign the attached letters. 

Electrostatic Copy Made 
for Pr8MI'Vation Purposes 



THE WHITE HOUSE 

WASHINGTON 

To Chairman Alfred Kahn 

On July 23, 1977, the United States intends to sign a 
new Air Services Agreement with the United Kingdom. 

The Agreement authorizes new nonstop. services to certain 
u.s. cities for U.S. and U.K. carriers. Also, the 
carrier authorizations and designations under the new 
Agreement at certain currently certificated cities must 
be revised pursuant to the Agreement's new provisions 
regarding multiple designation. 

The Unit.ed States is entitled to·designate a U.S. carrier 
to provide immediate service in the Atlanta-London and 
Dallas/Fort Worth-London markets. Fairness to the public 
requires the authorization of immediate u.s.-flag service. 
And to promote our foreign commerce policy of increased 
competition worldwide we should act with the greatest 
possible speed. For these reasons, I am requesting that 
you submit a recommendation to me by early October desig­
nating a carrier to begin service to the Atlanta-London 
market and a carrier to begin service to the Dallas/ 
Fort Worth-London market. 

I hope to make designations by November 1, 1977, after 
considering your recommendation. Service could then be­
gin shortly thereafter. The services you recommend should 
enhance the competitiveness of the u.s.-flag air system 
and be economically viable. I would also urge you to take 
into account in your recommendation the fact that a u.s. 
carrier may provide nonstop Houston-London service after 
July 23, 1980, and U.S. carriers may provide one-stop 
service in this market upon signing of the Agreement. 

The United States must move promptly to issue the requisite 
foreign air carrier permits under §402 of the Federal 
Aviation Act to those carriers designated by the United 
Kingdom for scheduled operations. Therefore, I request 
that you send me by early October, your recommendations 
for any necessary amendments of the §402 permits of the 
designated U.K. carriers which have filed timely applica­
tions with the Board for such amendments. 
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With respect to those cities which are already gateways 
for service to the United Kingdom, the United States 
is required to submit new designations by November 1, 
1977, and I also request your recommendation on these 
designations by early October, consistent with the pro­
visions of the new Agreement regarding single and 
multiple designation. 

Finally, I request that you move expeditiously to for­
ward to me your recommendations concerning the other air 
services which were addressed by the Board in the 
Transatlantic Route Proceedings, but on which final 
action was postponed pending completion of the bilateral 
air negotiations with the United Kingdom. 

I have directed the Secretaries of State and Transportation 
to provide any assistance that you may require in meeting 
these dates and implementing the new Agreement. 

Sincerely, 

The Honorable Alfred Edward Kahn 
Chairman 
Civil Aeronautics Board 
Washington, D.C. 20428 



THE WHITE HOUSE 

WASHINGTON 

To Secretary Brockman Adams 

Because of the high importance I attach to implementing 
the new Air Services Agreement with the United Kingdom, 
I have requested the Civil Aeronautics Board to send 
recommendations to me by early October on the issues 
of designation of u.s. and U.K. carriers to serve air 
routes between the two countries. 

I also direct that you provide any necessary assistance 
to the Board in performing this task. 

Sincerely, 

The Honorable Brockman Adams 
Secretary of Transportation 
Washington, D.C. 20590 



THE WHITE HOUSE 

WASHINGTON 

To Secretary Cyrus Vance 

Because of the high importance I attach to implementing 
the new Air Services Agreement with the United Kingdom, 
I have requested the Civil Aeronautics Board to send 
recommendations to me by early October on the issues 
of designation of u.s. and U.K. carriers to serve air 
routes between the two countries. 

I als', direct that you provide any necessary assistance 
to the Board in performing this task. 

The Honorable Cyrus Vance 
Secretary of State 
Washington, D.C. 20520 

Sincerely, 



.. 
Ms. Jane Frank 

7718716 
DEPARTMENT OF STATE 

Washington, D.C. 20520 

JUL 15 1977 

t'IEMORANDUN FOR JACK ~IJATSON AND JANE FR.AJ.'\lK 
THE WHITE HOUSE 

Subject: Irriplementation of Bermuda II 

~ve endorse the orooosals in Brock Adams' memoran­
~lliu o£ July 13 concerning the early certification and 
designation o f US and UK airlines under the Berrnuda II 
Agr~ement. We propose a minor modification to the 
dra£t let ter fiom the President to the Chairman of 
the Civil Aeronautics Board attached to Brock Adams ' 
memorandum. The last sentence of the second paragraph 
on page 2 should read (modification underlined}, 
"Therefore, I would expect to receive by October l, 1977, 
your recormnenda tions fo r any necessary amendmen ts of 
tl1e §..J: 02 permits of the designated UK carr ie:r-s 't7hich 
i?::::ye filed timely apEl:icatio .. s with the Board :(o~·-suc~ 
;:tf<•2ndments . " 

1/ 
\~lt~. 

Peter Tarno -f 
Executive Se~reta~y 

i 
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TH£ SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

. JUL J a r.m . 
1: IE MO.RANDUM FOR: THE PRESIDEt{if Jt.!L 1,+ 

The \Yhite House ,. 
S UBJECT: Implementation of Bermuda II 

-· 

The new United States- United Kingdom bilateral air transport 

. ... 

. agreement, initialed by the parties June 22, establishes ·a 
~number o£ important new routes which offer enormous potential· 
benefits to both airlines and the consurner s of airline servi.ce. . . . 

The n~-.v agreement also establishes specific deadlines by which 
the parcies must redesig:r:-ate carriers for the various routes in 

.'a ccord with the new provisions governing single and multiple 
designation. Because it is imperative that the Civil Aeronautics 
Board act as quickly as possible to implement these aspects of 

. Bermuda II, I have p-repared a san attachment a draft)etter for. 
your signahue requesting the Board to take appropriate action by 
dates ce ::ttain. I have also prepared attached draft letters for 
your signature diJ:"ecting the Secretaries o£ State and 7ranspol:~<!-_tion 

, to provide nece s sary assistance to the Boa rd in implementing the 
;requested action. 

Specifically, Bermuda li grants exclusive U.S. carrier authority 
for three years to conduct !e.onstop service in the Dallas/ 
Fort'\'! orth-Lon.don and Atl2.r.ta-London rnarkets. AU. K. carrier 
has exclusive authority for three years in the Houston-London 
m.arket. ·while the U.K. carrier need.5only secure a foreign air 
carrier permit fro:n the Board to begin its Housto.n service- ~a 

permit which the Board r.:-1ust issue in 90 days after Bermuda II 
is signed--i.he U.S~ carrier or carriers must be certific<:cted by 
the Board before exclusive U.S. -flag service from Dallas/ 
Fort \Vorthand Atlanta is inaugurated. As each day passes with-
Qut certification of a U.S. carrier or c<:crriers on these new nonstop 
:r~utes, the vai"ue of our tJ-n-ee-year exclusive authority at Dallc:s/ 
Fort ·worth and Atlinta is di:rnini shed and the value of the rights 
a ccorded the U.K. at Houston is increased. Yet, unless you request 
the Bo;t.rcl to e x pedite the certific2.tion process, ro~tine Board : 
procedures could dela y designa tion by as nn1ch as a year or_ more. 

-. 
.. 

·. 

. . 

. i 
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Such a delay would deny to U.S. carriers and consumers the 
benefits won through negotiations. Since the exclusive U.K. 
service to Houston could begin as early as October 23, the draft 
letter to Chairman Kahn requests the Board to suhrnit its reco:r-n­
mendati ons with respect _to Dallas/Fort 'North and Atlanta to the 
'White House by October ·1. 'J;'his will enable you to approve the 
U.S. designations ·by November 1 and service to begin as soori 

. therea fte r as practicable. . . 

~ .~ .. 
In addition, Bermuda II contains certain deadlines ·with respect to 
designation. By November 1, both parties must designate the · 
~irlines that ·will conduct service on already existing routes. 
Because the new agreeme:::.t provides for single designation in all 
but the Kew York and Los Angeles markets, the Board must 
decertificate one U.S. carrier from each of the Boston and 

· · San Francisco markets, where service by two U.S. carriers is . 
c-urrently being operated, in suffi.cient time to allow for Pr.esiclel'.tial 
review before the November 1 deadline._!_/ A second U.S. carrier · 
\":ill institute service at Los Ar{geles. Accordingly. the att2."ched 
draft for yoLu signature also requests that the Board submit :its 
·recommendations on the cle signation is sues by Octo~er 1. 

Attachments 

·-
1/ Tv,ro U.S. carriers are designated and certificated to serve 

Washinr;ton, Detroit, Philadelphia and Chicago, ·but only one 
U.S. carrier now pr.ovides S~lch service. The U.S. ·will nc:ed 

,.,..-------·-•·"'---w----.... . --·---··· 4 
0:· • 

to~propriat~<:_lY amend,the carriers' certificates and revise· 
designations to provide {or single designation at these poii1ts. 

-. . _, 

.. 
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Honorable Alfred E. Kahn 

Civil Aeronautics Board 
Vra shi~gton, D. C. 20428 

Dear Mr. Chairman: I 

DRAFT - 7/8/77 

. . 

On June 22, 19.77, the ·united States. initiated a new Air Services 
... \~~~- ' 

Agreement with the United Kingdom. The Agreement will be signed 
A . . . 

on Ju1y 23, 1977, in Bermuda. 

· · · The Agreement provides substantial new competitive opportunities 

for the U.S. and U. i<. carriers and will benefit consumers and 

shippers. _ New nonstop services are ·authorized to certain U.S. cities 

·.for U.S. and U.K. carriers. To permit their services to begin, 

first~ the Board :nust make recommendations which I nmst approye 

under the provisions of Section SOl of the Fede.ral Aviation Act. 

Second; the carrier authorizations and designations under the new 

Ag~eement at cer;t<:i..in currently certificated cities must be re:vised 

pursuant to the Agreement 1 s new· provisions reg<Lrding multiple 
. I 

designation. Before the United States can make the necessary revisions, 

you must make appropriate recommendations to me _for my approval 

under Section 801. . 

The United States is entitled to designate a U.S. carrier to 

provide immediate service in the Atlanta-London and Dal1as/ 

Fort "\'forth-London markets. IfD...inws.s to the public requ:i:res the 
I 

... 
a .uthor i za tion of immedi2.te l!· S. ·-fb . .r.; sen/ i.e-:: . For these reasons, 

I 
I 

\ 

i 

I 
\ 
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2 ·-
~ . . 

I am requesting that you.-submit a recommendation to me by · 

October 1, 1977, designating a carrier to serve the Atlanta-London 

. market ~nd a carrier to serve the Dallas/Fort "\Vorth-London market. 

. I would e::xpect to make designations by Novembe~ 1, 1977, afte; 

considerbg your recom;:-r1endation. Service could then begl.n shortly 

thereafter. The services you recommend should enhance the 

· . competitiveness of the U.S. -flag air· system and be economrcaliy 

v iable. I would also expect you to take intc:i account in your 

recommendation the fact that a U.S~ c<.rrie:r may p:rovid.e nonstop 

H ouston-London service after July 23, 1980, arid U.S. carriers may 

/. 

p r ovide one-stop service in this mar.ket upon signing of the 

. Agreement. 
. . 

The United States must move promptly to is sue the requisite 

for eign air carrier permits under §402 of the Federal Aviation Act 

to those carriers designated by the United Kingdom for schecluled 

o p erations. Therefore, · I \'-/auld expect to receive by October 1, 1977, 
- -. ·.~ . 

your 1_-·ecom.mcndations for any neccs sary amendm e nts of ·t:he §402 
--<1\"" 

af{£.~ -tc~;_ CU~~ pe rmits of the designated U. I<::. carri~rs~l tb(!U:C-
\)hQ 't)n Ou -f~.,VJ.,~ b£VU~ ·~- · .. 



.. - 3 -

\Vith r espect to those cities '\l:hich are alr eady gateways for. 

ser vice to the United I<ingdom, the United Sta t es 1s r equired to 
I 

submit new designations by November 1, 1977, and I would.als o 

e xpect your recommendation on these designations by October 1, 1977, 

consistent with the provisions of the new Agreement regarding -si.."'"lgle . . . -·. 

and multiple de signatior:. 

I have directed the Secretaries of State and Transportation to 

provide any assi stance that you rna;: require in meeting these dates 

a nd implementing the new Agre e ment. 

·. · 
s:nce l·e ly, 

. : . 

Jimmy Car.ter 

.· . 
.. 
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.. 
Honorable Cyrus Vance 
·• cretary of State 
·washington, D. C. 2.0520 

"Dear Secretary Vance: 1 

DRAFT 7/7/77 

... . .. 

Because of the high importance I a~tach to implementing the 

·new Air Services Agreement with the United Kingdom, I have.~i~ected · 

:::r­
the Civil Aeronautics Board to send recommendations to me by 

·october 1, 1977 ori the issues of designation of U.S. and U.K. 

c:a·rriers to serve air 'routes between the two countries. 

· I also direct that you provide any necessary assistance to the 

Board in performing this task by October 1. 

Sincerely, 

Jimmy Carter 

-' 
.. 

I 

I 

I 
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Honorable .d :rock Adams 
S~cretary of Transportati.:m 

· Vl_ashington, D. C. 20 590 

Dea r Secretary Adams: 
;;, 

1/1/11 

Because of th~ high u:nportance I attach to .implementing the n ew 

··Air Services Agreement wHh the United Kingdom, I have cl"irected the 

Civil Aeronautics Board to send recommendations to me by .1' . . ~.-· .... . 

O ctober 1, 1977 on the issues of designation of U.S. and U.K.· carriers 

to serve air routes between the two countries. 

.. 

I also direct that you provide any necessary assistance to the 

Board in performing this task by October 1. 

Sincerely, 

•· · .. 

. Jimmy Carter 

.·· 

.. 

. ; 
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THE SECRc:T.1.RY OF 'TRA;'-lSPOP.T.~Ti0 1'J 

'1/ASHII'iG f01'l, D.C. 2G590 

.,-·· 
TE-L:: PRESIDENT 

,'~·'.,) .,,, 
r .. f, 1 

The VThite House 

-SUBJECT: L-:nplementatic:in o£ Bermucla II 

.The new United States - United Kingdom bil ateral air transport 
z,.gr eement, L'litialed by the parties June 2.2, establishes a 
number of important new routes which offer enormous potential 
be::t~fits to both airli.."'1.es anC. th~ consumers o£ a irline service . 
The new agreement also establishes specific deadlines by which 
the parties must redesignate carriers for the various routes in 
2.<~cord with the new provisions governing single and multiple 
d.;;signation. Because it is imoerative that the Civil Aeronautics 
Board act as quidcly as possi.b>le to imp-~ement t:!::ese aspects of 
B2r.rr1u.cla il, I hc..ve prepared as an attachr:-1ent a draft letter for 
-y cm::c- ~;ignature req<::.esting the ·Board to take appropriate action by 
(~ .J. t .. 3 s ceytain .. I have also nreoa red 2.ttached d::c-2.. ft l:::tter s ior - . . 
y·n,~:..r sigr1att.1re clirecti!!g the Secr··~ta:ries of State an_cl 1 .. ra~clS_t)ort~Sion 
t') p-c-ovide necessary assistance to tl1e Eoarci in implerY''-e:r1tir1::.; th2 
~ -, f'1 11 ·=> s L => rl :1 c Ll' 0-,-, 
.1. t... ""1 ~-....... l- .._,. -- ;(..k t. .J..!.. 

0p.eci£ically, Bermuda II grc..nts exclusive U, S. carrjer authority 
f('!: three years to conduct nonstop service in the Dallas/ 
1::-',)rt ·worth - London and Athnta -Lond o:1. r:."la.::-kets. AU. K . carrier 
l-n::; excl,_lsive authority £or three yec..rs in the Houston-London 
~cr'l:::keL \'Thile the U . X . ca::c-rier neecl only secure a foreign air 

. ·(· .:1:;,_~:-i.cr p2rmit fro.m the Boa-rd to beg1n its HOt.Iston ser·vice- - a 
· ' · ' th B d · · · .-. ') '"' ~ - 'Q d" n .-perTCLlt \T/.:ll~rl _e-'- ?ar r:l"t.:S~ lSSllC lll /'·. C.::...ys c!..LCer .uCTmtJ."'r..- __ 

is signed- - the U.S. carrier or ca:crie:cs rt:ust be ccrtificc..tcd by 
t:te Board before exclusive U . S . -flc.. .:;; ;:;ervice from Dallas/ 
Fort VTor~h and Atlanta is inc..ugurated. As each day passes \vith -
out ce:r~.ificati::m of aU. S_ carr3.or or C2.rriers on these ne·.c; non3to? 
l:Ui.lt·.?.:.; , ;:he v~c..ltLe o£ our tl1ree-·year exclL1si";-•e 2..l..ltllOt.'"ity- ~:.t i).2..llis/ 
I'ot:t ·-,\~/;;rt}1 ~l;,tcll-\.tlar1~a i_s cliTYLinislteci. 2-r .. cl t~~C! \'CLluc of the ri.gh.ts 
-·.c.:...:orcl2c~ tb.e ·u .. IZ. 2.t ~-IuLlSt.:J.tl is :increas~~cl. '(e~-.) ~~.nL2ss ·yo ~_1 rer:tt~~St~ 

t1!__: Bo=1.rcl Lo e:(peclltc the c:ertific2.t·~on prn C'(='? S) rottti:19 Bo~rcl 
fil·,Jcec.lt~ ?:2s couLd C~.~lay- clesi~r .. .:tti.-)·1 by· Z! 0 r:Li_tc:h 2.3 a:. ·y·eaT or r:'1.ore. 



-2-

5 :.ch a d~lay "\Vucild deny- to u . S. ca::.-riers a.Llci :::o:J.$Urr.e.:.-a l':2e: 
b~c.=~its ,Non th~ou~:C. :r;. e got~2..tions. S~:+ce the E:;_'<clusitr~ l(. I<. .. .-

- t -T !.. ..... : • , • 0 · ~ · ,...., ~ 1l~,;~ clraft 
j,~rcn. ce o r:ous •. on cou.!.a oeg:.:J. as ear1y as ccoocr 1-::J, "--

_letter to Ch.:1.irrr.an Kahn req·~e-s ts th<! B·oard to submit .its :cecom­
I:"J.enC.ati.ons wich respect to Dallas/Fort 'North and Atlanta to the 
Whit e House by Octobe r L This will enable you to approve the 
r; . S . designations by Noveinber 1 and service to begin as s.oon 
the.::-ea£ter as practicable. 

In addition, Bermuda IT contains certain deadlines with respect to 
C.esignation. B y November l, both parties must designate the 
~>..i. r-1i:1es that v.,rill conduct service on already existing routes . 
Because the new agreer:1.ent provides for single de signation in all 

. but t:ce New York and Los Angeles markets, the B oard must 
decertificate one U.S . carrier from each o.f the B oston and 
San Francisco rnarkets , where service by two U.S. car::.-iers is 
currently being operated, in sufficient time to allow £or Presidential 
review before the N ovember l deadline._!_/ A second U.S. carrier 
will in::>tih1te service at Los Angeles. Accordingly, the attached 
dra ft for y cmr signature c.lso rec:_u~sts th;;tt the Board submit i::s 
r cc o::l:rneD.chcions on t h e designation issues by October 1. 

,.------------....., 
,../ i \ 

1
/ \ i 

\ ./ /~> : \ _, ; , 
f \" ........-_, J . / 
: . .! I 
\ ......,,_ ... ._; _,., ,-:~- .::._ "' 

\ ('-"--~ ....... ..::;.;-:!:./ --
-~Brock Adam s 

Attachments 

1/ Two U.S. carriers are designated and. certificated to s2rve 
·washington, Detroit, Philade1?hi.a and Cl:icago, bl<Z o"'lly one 
U . S. carrier now provides such service; The U.S, \':ill need 
to approp:riately amend the carriers' certificates and rc~vise 
d esign2.tions t:o prov·id e £or si..11.gl::: designa.tlon at tl1~se 
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Ci.·: i. l A eronautics ooa"!"d 
·, ·r :.::.; :Cin.:;;toa, D. C. 20~28 

Dear rvlr. Chairman: 

DRAFT - 7/8 /II 

On June 22, 1977, the United States initiated a new l~ir Services 

.t..g rec:ment vv-ith the United Kingdom. The Agreement "i.v{ll be signed 

on July 23, 1977, in Bermuda. 

The Agreement provides SLlbstantial new competitive opportunities 

for the U.S. and U.K. carriers and will benefit consumers and 

shippers. New nonstop services are authorized to certain U.S. cities 

£or U.S. and U.K. carriers. To permit their s e r<iices to begin, 

flr st ,. th e Board must mal·c~ r ecomw.endations w}1ich I :cnust a ?pr:Jve 

t'. n de r the provisions of Section 801 of the Federa l .A. viat ion A ct. 

Second, the carrier authorizations and designations under the new 

Ag:.·eement at certain currently certificated cities Qust be revised 

pu-rsuant to the Agreer::J.ent 1 s new provisions regarding multiple 

d e signation. Before the· United States can rnake the necessary revisions, 

y oa must make appropriate recommendations to me for my ap;_:noval 

un:ler Section 801. 

The United States is entitled to d<:~ signate a U.S. carri::!r to 

·o ;_ .. o 'I i c~ e i :-cn r_n e eli ate servi c e i n the .L~ t l?_nt2.- L onc1on a n d I )?_ lla s / 
l 

u.s . -fh6 reaso~s , 



- 2 

[ am requesting that you ;::;ubmi.t a recomn.J.endati.on to me by 

October 1 , 1')77, design2.t~1g a earner to serve tne Atlanta-London 

market and a ca t"rie r to serve the Dallas /Fort \Vorth- London rnc.rket. 

I \Vould expect to make designations by November l, 1977 , a£te:t 

cons i. (:e r i.ng your re com~endat ion . Service could ther1 beg ir1 shor t ly· 

thereafter. The services you recornn:1end snould enhance the 

cornpeti.ti.veness o.t the U.S . -flag air system and be economically 

viable. I \ Vould also expect you to take into account ir1 yo\.ir 

r·-.:.: co rn t ::1.-endatlon the £act tnat aU. S. carri.er rnay provide nonstop 

Eousto'.'l-London service c.iter July· 23, 1900, and U.S. carriers 

p 1·ovide one-s top service in this market upon s i.gni.ng of the 

Agreement. 

The United States must move promptly to i s sue the requisite 

for e i g n air can·i.er pe :nni.ts under §402 of the Federal Aviation .Act 

to those carriers designated by tne United Kingdom for scheduled 

op8r2_tions . Therefore) I \VOL1ld expect to recetve by October l , 1977, 

your re c ommendations for any necessary amendrncnts of the §402 

pccrn i.ts of the designat e d U.K. carriers . 

t 
l 
f 

i 



1Nith re.:>pect to t!::ose citi~::; which a,..-e alrc:ady gate v"-~-ys £or 

service to the Unlted Kbgdorn, the United States is required to 

St.ibr=J.it new designations by Noverr..ber l, 1977, and I would also 

expect your recommendation on these designations by October l, 1977, 

cousistent '.Vith the provisions o£ the new Agreement regarding single 

a. n d rr.tultiple de signatio_c_. 

I have directed the Secretaries of State and TransDortation to . . 
provide any assistance tl::at you may require 1n meeting these dates 

and implementing the new Agreement. 

Jimmy Carter 

) 
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~1 .. ~cr2t:J.ry o£ State 
'S:t3hi.ngton, D . C. 2.0:J20 

Dc:ar s~cretary Vance: 

Because of the high irnpo:-tance I attach to implementL...,_g th e . 

new Air Services .Agreement with the Un.ited Kingdom, I ha-v-e directed 

the Ci.-v·il Aeronautics Board to send recommendabons to me by 

October l, 1977 on the i.ssc.es o£ designation of U.S . and U . l<: . 

ca.rriers to serve air routes between the two countries . 

I also direct that you provide any neces;:;ary assistance to tt:e 

Doan1 i._n performing thi.s task by October l. 

Sincerely, 

J i.rnmy Ca.:ter 

.. 
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1-Ionorable Brock Adams 
Sec:r :.;tary of Transpo.:-ta~i..Jn 

\/asni.:J.gton, D. C. 20390 

Dear Secretary Adams: 

DRAFt:' - 7/7/ Ti 

Because o£ the high importance I attach to implementi..ng the ne\v' 

Air Services Agreement with the Uni.tecl Kingdom, I have di.rectecl the 

Civil Aeronautics Board to send recommendations to me by 

October l, 1977 on the issues oE designation of U.S. and U.K. carriers 

to serve air routes beb.veen tne hvo coLt:-;.tr ies. 

I also direct tt1at you provide any necessary 2.ssi.stance to the 

Board m per£ormi.o.g tni.s to.s-;..;:_ by- October l. 

Sincerely, 

Jimmy Carter 

t 
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I.CTIOi'l 

HE:i-10RAi'!DU i1J FOR:. 

~4•;.~..:.-;l-1 1NGTC'.f. D.C. 2(;503 

7' : .· ! ,- \ 

'/ ..-' 

.J1.JL 1 s ·:sn 

1'!R. JACK ~·1.:\TSGrl 
SECRETARY TO CABINET 
THE HHITE HOUSE 

Dennis 0. Green ; ·· .::·\ 

Implemen~ation of Bermuda II 

l!:e Office of f·!Jnage,llent and 8udget agrees tr1at qu·ick act·ion by the Civi I 
.r,~ronautics Board ·is necessary and ~te support t:,e ·s ending of a l2tter to 
the Chairman. H.:: strongly urge, ho'Aever, that the l unguage of t;ie letter 
~~ toned down . Our specific reccmmendations will be found on the att~ched 
di'cd".t let·:~er subrnitt2d by Secretury .~dams .. The reasons for our ;~2cc,~w:r.ded 

' ~ l 'l C!~dw;es c.re as ro m·1s: 

l) T'·;e Pr:::sic!ent ' s autr:ority to rev·ie'"' internn.tional ai:--- cJS23 

under S2ction 801 (a) 2nd (o) vrill be the subjecc of cor:~;ressional 
hearings 1ater this session or eal·;y next year. In the past, the 
President's 301 authority has been subject to at~ack and Jl'any 
p2opl2 (e.g., the Amerfcan Bar Association) propose its cc~plete 
a~olition. In this matter we do not need to bludgeon the Civil 
Aeronautics Board into action when they are willing to do what 
~·Je \·JiJ11t ··;o·luntarily. Blunt lJ.nguage in a letter to the Chairi1an 
::1i0h~ ~;ive more fuel to op::JOnents cf Section 801 a::d cause ,:: 
~~teriar2tion of presidential relations with the Board. 

2) The Beard believes that there a1e two ways in which it may n~et 
an October 1 deadline- by issuing an exerr:ption· (!.·ihich is not 
S'..ibject to presidential r evie~tl) or by issuing a ter:1porary 
certificate pending further investigation (which is subject 
to presidential review). The letter to th~ Chairman siys 
the BoJrd ilfl1ust" sutHTiit u reco;iTr.endJtion S1Jbject to presidentra-t 
r::: ·Ji e':J. ~-le s iw ul d r e::I'J'ie those sent~ r:c 2 s from t h0. s 2c one! pc~ rag ra ;J n 
::end rot2 in tht: lJ.nc;uCJne L1 t~.~ third p-=t:'C.Jr2:Jh tf•.:;t "r.c:q 1..:o:sts" tn" 
CJard to submit a ~ec~mmendation to the Pres~dent under S?ction 8Jl. 

:t 
'• 
J 

I 
:I 



for the Dal1as-f"t. \·Jorth market ::nd qu~stionab12 for the .4Uanta 
r~:~i· ! :.::t. E.:c:n•ptions could be subject to judici::!l cha1l=nges •,·1l1ich 
~o~:u d2lay service. 

:.) A C2!iipotary certificate (pending a f _urther hearing) ~·ould be subject 
to ~residentidl review which would immunize the ordef frqm judicial 
review if based On foreign policy considerations. We und€rstand 
that the Goa rd .,.;ould prefer to issue a temporary certificate since 
th2 supporting record idould be "thin" and other~·1ise open to judicial 
rev i €'tl. 

S) In light of the Board's apparenL,,'Iillingness and ability to use 
e~<pc:dited procedures to issue temporary certificc.tes subj2ct to 
presidential review, we reco~nend that the President request a 
d;;cision by "early Octobe:--" instead of October 1. A fe'"' days 
will nat give the British an insurmountable advantage. Such a 
softening of the l anguage would be more in accord with the proper 
tone the l etter· should iake to preserve Section 801 and preserve 
a~iable relations with the Civil Aeronautics Board. 

6) lie also recorr;;P~nd tnat a sentence be added stressing tile foreign 
policy reasons for quick action . This sentence begin to build 
2 r2cord for ir::rnunizing the President 's decision from judicial 
r·2'1Mi e~,~. 

P,ttachment 

2 
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(~i. \· il i\.crort:l.~ttic.s I:)o2-rd 

D~cc r 1v1:r. c:-:.2-irmc.r..: 

On~ !977, the

0 

United States~ new .Air Services 

i\greement with the United I<:ingdom . .'Tlte _'\ g r PPJoent '\c,·ill be sigr:-=:d 

·--G4l.. .Tuly 2 3., l--977, -in. B"e"TTilUITa . 

(k~e · ·. ·.-. · ·_ 
The .Agreement p:co·.-= ,..~"' s SLW- I·· - t.:i-a-1:-ne-w~ ordpeti.L:ve-oppDtttmi{ies 

and will benefit consur:ner s and 
. / 

sl>iFpo.-ol,-/:w nonstop sen-ices ax o "'"';:,.y;.,.d to certain U.S. cities · 

for u.s. a .nd U .. }~. ·' . =,-.-. 

Agreement 2.t certa-in CL'.rre:-:.'::1~- certificated cities must be reviseC. 

pvrsuant to 
,_, 
1...11e hgree:cnent 1 s new provi~:;ions re;c.rcling rn~~lti.ple 

The UniLcd States is entitled to designate a U.S. ca:::ricr to 

pl·ovidc irn:-ncc1i<lte senric-s 1n the J~t1anta-LoDdor.. and D.::dlas/ 
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l ·' '" : " .-.. - ' _/' I : !.. ·-~ +~ 
·,-~ .. ·· ~ . 

designatL."lg a ca:t·:r-ier to s-'.::~·.,·__; tne Atla:ct:J.-London 

con.si::~ering your :r-ecor:::l!T!.e.:;_cation . S ervice could then b~gi.n shortly 

- ther~2.fter. The services you recommend shol;ld enhance the 

! . 
cor-n.pe~_itiveness of the U.S . -flag atr system. and be ec:onorni.cally 

•\..,- .-t ::_ ; 

".l:>.~.-Jl~. 1- \"CU\d ::-.1"-'o -.. ~:_·'you trJ t::-. 1 ·c ;nto --.cc'oun~ ·ll ·ro·'r ' , CO J ) l <-. ~ ~· < ~ > 5 - 'e' '--"'. '- C• ' -- ! 'j L• 

_t·E:--:::ornr-.:tenc~Jti.on the fact th2..t 2. U.S. carrie::- n.J.ay provide~ no::1sto? 

Houston-London service a.fter July 23, 1980, c:~nd U.s.· cc~t·ners r--lay 

,YI"ovicle one-s top s·ervi.ce· i.n this 1narket upon signing of th.e 

-J~greement . 

· ".f he United States mus ~move promptly to is sue the requisite 

' 
forei~~:>. ai.r carrier permits under §402 of the Fer.~eral Aviation ./\ct 

I 
to those carrie·rs desigr-ated by the United 1:-(Lngdo'-rn .for scheduled 

I !'· i 

T~ .. t.-.....:- t .. r- ~ t .. i,1-- ~: ~ .... \.._ .~, .l \:"~ }-= ~~ ... J~;. 2 ;.."'1 .. /" \'": 

operations. There-fore, I ws -~ ~ ..::1 '.Y.'-: p·-e e:: ~·:)> .:. :.: c e ~.:::;£ by 8t+.:..~'~:;.,-2;?,b-3~..,c!-11:~'· ...,J±---7-, ·-±l-'-)7--r-r -r-7..,.,.,-

\ 
your rccommeEd<:>.tions for any neccs sary ame:-tdments of the :3402 

permits of thedcsignated U.K. carricrso' ~ L ~~ 
~~~1/..,.~-r~~· 

I 
I 

I 
I 
I 

i 
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service to tl-1e United KingJorn, tl:e Ur.ited SL.1.-~es i_,, reqlLi'!.,~c.L to 
-· • • I 

.._;\ ': ~~ r-· ~··.·-~ --)~-
~:ubrnit new designations by November 1, 1977, cLncl I --:Y;7_,:;.J. - ~~t,.~ 

( / • _r ~ 

1 • ,~'.:"!./~ . ~~ c-::..T: ~··--!!.,.. 
. · ~ , t' t' · d · · t · ' · r' ' , · , , n- -, c-=-:-J:,:::'-" your recomrnenaa 10n on ne:::;e es1gna 10ns uy oc_.J:~cx ~, _, ._., 

co::1.s.i.stent -,vith the provisions of the new .Agree:rnent regarclir..g single 

. ~Lnd rnultiple ck signation. 

I have directed the Secretaries of State and Transport2.tion to 

fll·ovide any assistance that you r:n2.y require ir~ rneeting these dates 

Sincerely, 

Jimn1y Carter 

l 

I 
! 
·.i 
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DHA.- T - 7/7/77 

Because of the high i.rnporta...J.ce I att<J.ch to ir.c.plementi..ng 
I 

new Air Services Agreement with the United I<:ingdorn , I have 

the 
I I · 

r;# ..:~~--- \'~':.;- ~ 

the Civil Aeronautics Board to send recommendations to me by . 
e)J-~ ... :....~ 

tss;.:es o£ des ignation of li . S. and U.K. 

carriecs to serve air routes between the t'..vo countries. 

I also direct that you provide any necessary assistance to the 

Iioard·ir: per£orrni.ng this tas:-;: . b 1 

' . ~----.:·-~-.::-~~ 
-> , , r 
'.J'-~~ 

Sincerely, 

J imrny Carter 

I 
I ... 
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! 
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:: ··c:r:~~ta::y of ,..Crt:!.n:.:;po·;:-t:ttL..J:l 

··, ;; ~ . ; h ~ r::; ~ o o., D. C . 2 U 59 0 

necc.use of the hi.gh L.PT..port2.nce I attad1 to implementing t~e nevv­

t··- ~~#~~;: +~4 
Ai:r Services Agreement with the 'United Kingdom, I haves~-~~:: -~: ~i1e. 

Civil Aeronaut ics Board to send recommendatt~ns to me by 
t ~ • , 

~ ·"'t_y .... ;..._, f._';!_~., ;-~ 

~on t he ·. Lssues of desi.gnati.ono£ U . S . and U . K . car ri. e1·s 

.to serve cur routes bet\Veen. the two countr i.e s . 

I abo direct tn::1t you provide any necess2.ry c.ssistance to tne 

- ·-·---~-,.. --_:;:.;.~·-· ,__,.. ' 
tas~-s ~,--~-(~'..1.~-ci--~' 

;-.. . 
per 10 r·r!llltg this Board m 

Sincere> Ly, 

Ji::-n m y Carter 

. 
' 
·' 



etnitrh ~tates ;mepartmrnt of ]'u%tict 
WASHINGTON, D.C. 20530 

' 

.A ,SIH T TTOA,.,EY GENERAL 

ANTI.r RUST OIVISI9N 

..~:~ ... 
·~ 

s.p : ~. 

\ ~· _, 

~lliMORANDUM FOR: Jack H. Watson, Jr. 

FROM: 

SUBJECT: 

Secretary to the Cabinet 
and Assistant to the 
President for Intergovernmental Relations 

The White House Office 

John H. Shenefield 
Acting Assistant Attorney General 
Antitrust Division 

Presidential Letter to CAB on 
Bermuda II Administrative Proceedings 

This will respond to your request for the Department's 
c omments on the Department of Transportation's draft letter. 
The new Air Service Agreement (Bermuda II) Hith the United 
Ki n gdom raises four issues with · respect to designation of 
U.S . a nd British air carriers. These issues can be summarized 
a s follows: 

1~ De signation of a U.S. carrier to serve 
Dallas/Ft. Worth and Atlanta; 

2. Designation of a British carrier to serve Houston; 

3. Designation of a u.s. carrier to serve Los Angeles; 

4 , Limitation of the following markets to one U.S. 
a ir carrier: 

a. Boston 

b. San Francisco 

c. \'Jashington, D.C. 

d. Detroit 

e . Philadelphia 

f . Chicago 

l 

I 
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· A. Designation of a New Carrier 

The designation of a new carrier under Bermuda II 
presents no implementation difficulty. In those cases 
where a new U.S. carrier is to be selected, the Board need 
only follow the procedures mandated by § 401 of the · 
Federal Aviation Act. 49 U.S.C. § 1371. In performing 
~ ts duties under § 401, the Board must act "consistently· 
with any obligation asslli~ed by the United States in any 
t reaty convention or argument that may be in force be­
t ween the United States and any foreign country . " 
49 U.S.C. § 1502. Thus, the Board is required to certifi­
cate new carriers to serve U.S.-U.K. transatlantic markets 
in conformance with Bermuda II. 

The same principle is also applicable to the Board's 
i s suance of a foreign air carrier permit to a British 
airline operating in the Houston-London market. In that 
case, the Board must act in accordance with both Section 
402 and 1102 of the Act. 49 U.S.C. §§ 1372, 1502. 

B. Removal of an Air Carrier 

The most difficult problem the Board faces in implementing 
Bermuda II is the removal of a presently certificated air 
c a rrier from the enumerated markets. There are presently two 
carriers serving the Boston-London and San Francisco7London 
ma rkets; one holds permanent certification (Pan American) 
and the other holds temporary certification (TvlA) . In 
addition, both carriers are certificated in the other four 
markets, Pan American on a permanent basis and TI.VA on a 
temporary basis. In order to convert these city-pairs into 
single designation marke·ts, the Board can suspend one of the 
carriers, or fail to renew the temporary carrier. 

The Board's statutory authority to suspend or revoke air 
carrier certificates is contained in Section 40l(g) of th~ 
Act. 49 U.S.C. 137l(g). That section authorizes the Board 
to suspend a certificate if the public convenience and neces­
sity so require, but to revoke a certificate only for inten­
tional failure to comply with any ·provision of the Act. As 

I 
l 
~ 
l 

a matter of law, therefore, we believe that the Board lacks 
the statutory authority to revoke any air carrier's certificate-- i 
even after Bermuda II. t 

t 
2 I 

f 
I 
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As noted, however, Section 1102 of the Act requires 
that the Board exercise its powers and duties und~r the 
Act consistently with Executive Agreements, such as 
Ber~uda II. Section 1102, therefore, read in conjunction 
with Section 40l(g), would appear to justify Board suspen­
s ions to accom.r:1odate Bermuda II, but not decertification. 
For this reason, the Board should undertake suspension 
proceedings only--not revocation proceedin~s. In ~ur view, 
t his type of procedure would be fully conslstent wlth the 
bilateral itself 1 since the designation article of Bermuda 
II contemplates multiple designation at additional cities 
upon the augmentation of traffic flows. Article 3,. 11 (2~ (c). 
By suspending servic~ only, the Board would be set~l~g ln 
place the administrative machinery for prompt, addltlonal 
Inultiple designations as traffic increases. !/ 

As noted previously, Pan American's authority to serve 
London is permanent, while TWA's London authority is 
temporary. In the circumstances, the Board could ~onvert 
two-carrier markets to single-carrier markets by slmply 
declining to renew Tl"lNs temporary authority. (TWA's applica­
tion for renewal of its temporary authority is one of the 
issues extant in the Transatlantic Route Proceeding now be­
fore the Board on remand from President Ford.) However, such 
a proceecing would appear to be arbitrary and grossly inequitable 
to TWA; i ·t would exclude TWA from all former two-carrier markets 
which are to become one-carrier narkets in circumstances where 
o n e would assume that the Board would attempt to effect some 
sort of equitable distribution between the two carriers. Ac­
cordingly, the Board should not pursue this procedure. 

Although we know of no prior occasion when the Board has 
h a d to cut back on services already in place because of the 
requirements of an Air Transport Agreement, we believe that the 
Board may legally suspend certificates to conform with such an 
a g ieement. This conclusion is a function primarily of the 
Board's r equirements to conform its conduct with extant interna­
tional agreements, Section 1102 of the Act, supra, as well as 
legal authority to the effect that bilaterial agreements are 
one element which comorise an assessment of the public con­
venience and necessi ·ty, the standard the Board must follow 
in suspending certificates under Section 40l(g) of the Act. 

l / The existence of two certificates is not consistent with th~ 
bi latera.l' s provision that only one carrier be designated. Designa ­
t ion and certification are entirely separate administrative acts 
t~ken b y different agencies and for different reasons. In the 
p~s t, t here have been failures to designate certificated service, 
i.e. , Pan America n's service to the Soviet Union in the earlv 
1960's . . -

3 
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'c f. Pan A.!'Uerican-Grace Airwa~ v. CAB. 342 F . 2d 905 (D.C. 
C~=- 1964), cert. denied, 380 U.S. 934 {1965). 

Ne reco~mend that any letter the President sends to t he 
Board on this subject care f ully avoid suggesting CAB pro­
cedures :r.vhich would be inconsist~nt with the Board's statu­
tory authority, or fundamental fairness, as discussed in this 
memorandum. DOT's draft letter could be amended to acc8mplish 
this goal by adding the following language before the last 
sentence in the second paragraph on page 1: 

"Since both U.S • . flag carriers are not 
petmanently certificated at all pertinent 
points, revisions should be accomplished 
in a manner which does not prejudice carrier 
selection issues in favor of the perman~ntly 
certificated carrier." 

We do not believe it would be appropriate for the President 
to spell out in detail to the Board the matters discussed 
here. Rather, this could be accomplished by the ~ubmission 
to the Board of a legal brief by the Department of Justice. 
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S.'he Pres{clent 
The ~1hit:.e House 
Washingto~, D. C . 

'July Li, l977 

20500 

De~= ~r President : 

In rec nt weeks , vou have taken strong and 
decisive steps in further~nce of your objective of 
introducing more price competition into internatidnal 
air transportation. I fear , ho~ever , th~t yo~r pro~ 
cor~.pet:i -d_ ve ini tia ::i ve may be unnecessarily r:.L,ldc:! ccd 
unless the new Bermuda Air Transport Services Agreement 
1:ith the u~lted Kingdo~, scheduled to be ratifi~d by 
r~~~~3saeor Boyd and Sec~etary Adams in Bermuda ~ithin 
~he next few weeks, is expressly conditioned ori the 
guarantee o£ future unfettered co~petition in charter 
se.cvic-?~s. Al thoegh ;,_;-~t.bassacJ.or Doyd had i nclic:t :.(~d his 
agreerelent tlli·th us ·that t:li.ese guara:tl·tees '>7e.re o:: Signi­
fican-:::e 1 the draft ini·tialed on June 22 contair,ed no 

' ~1 +- . 1 ;:J. "' - •. sucn as su::cances. .' y cou'?.en .... s on cne pen~..:.1.ng agr._e".:en-c 
will be confined to the competitive i ssues, since the 

. Deparb-nent does not pre tend ·to possess foreign. policy 
e:>:p~rti se . 

T~e ori~~nal Ber~~da agreement has secved 2s a 
~022: ~ar our air tr2~s?ort2tio~ relatio~s with the 
' •. L.,..;~ ..... 1o..,• 1 C"--.u~~ .... __ cor o-·er '- 1'1. ~"--- --·o=-r- T.t ~~a ...... .:..!--- ...... ··--- ··-..:.... "-'~--ll ·-~ -- / - .... •) ~--.1.-.l. "-.1 y•_..C.. ::J . .:.l t-1- -
· "~ -~..J; ..;: ___ . .....,1. ':l.., \_.::l:_,....-.,-'- ·. 'J_ ..= ........ ,-.~ "n 1-.~- ~- -~ 
··-'-'-~G :...u_ "'-l!:_::-:1~.1... gov_:... __ .. enl.. ln~..er _ ere""~~ 3 ... etc~ p~OI...J.. -

sion of cal_:laci ty by E1e various airlines , and for sub ­
stc~tial G. S. flag ser'lice com~etition over international 
air routes I si nee it perni tted "r:ml T::.iple C::.esigne.tion" ()£ 

c arriers -- a provision which the United States has used 
to good acJ.vantage over the years. While this system did 
n cJ 'L- ;:.'leo pro''l.'c'"" ·th~-> b"~~:::l· c.c o·.-:L_ p·-t' ce CO""O"'.Ll· >c ir)'n _i+- c.~.l·d· -~~ .;_L ...._._, - \. __ ..._.. ___ .,_. ........ -~1--- l..,...::> . ..!.. • ..l!..-....... ,__ - .... .L. 1 '-

serve our fundanental national policy of maxi~izing consum­
er choice in international air tr~ns~ortation. 

F.co_~~l tl1c ro.~:>C'.211 t tl!.2 FJr j_ ti sh c.1.:::;nou~ced t:12 olc1 ag~e.e-
r: ...... rt C. , it ~-·/ o. s c J 221 r tl:c. t thr~ _i_ r r.:~:· .. i. :1 o!J j e ::.: ti ,_;e ~.·.~~-1 ~ to c~i T:'._~ =~ i sl-: 

H 
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' 1 



... 

c~~~etition 1n scheduled service by imposing controls 
en c2~acity a~d eliml~ating nultip~e desig~atio~ o~ 
c2£=~2r~ - I~ all can~or, I b2li~ve that th2 British 
h~~e gai~=~ a good d2dl i~ purs~lt of this o~jective, 
;::,:---, 1 but £o~:- your pubLc enclo rse1:ten t of the gen:::ral 
01._; tl i ::1e of the ag r een:en t I \·;ou l d r.ecorrLrrlend ·tha. t you 
consider rejec~~~g .it . 

~he new 2greement woul d effc~tive ly authorize nult i ple 
c!.2sign3.t-ion over t <,,;o r outes on l y , 1.·ihereas tl:.ere are currently 
cicht ~~ch routes certificat~d to two U. S . carriers ; i n 
~ .... ::. -.: , ...... c·.:;.,- ;, --:,i cn ,..-;.,,.::, 3.,...1;-l·s :--. a'i-,gr-".::>Q~ ., ·i -'-n C 0 '"'aci :....v l'n -____ .,. .. :J_L..:..~ .. - ==> ......,..;. l. 1/'fi. .. - ... .. ..._. ___ -- - ~ - _::::,.._... - C:.. - /V_._t_ _ _. C;::' --.. L- _,. .l 

.... 7:'·22..525 · Dy rJ .. S . carr ie.:.-s on th~ cr i tical ~,;or tfl ;:..t:.la:-t t i c 
~ou~2s, it ~auld res=r ict capacity i~cr22s~ s to the great~~ 
oE t~~~=Y additional =~lsn = s p~r Seiser s2asori (~i~ceen in 
th2 winter) over th2 previous y~,r's ofi2rings or t~ose addi­
tlo~al flights c~lculated according to narket gro~th projections; 
and it would prohibit ~ocmal com9etitive capacity responses 
b::; an incu.ffibe~t ca~cr i.er to a n:::o\•1 entrant. 

Ne had anticipate6 that the realities of a ~ifficult 
Ilego~iation could result in some reduction in co~~etition 
i:-.. r.:cl-1--:dulcd 2.ir ser·Jice al·thoug:, ·the v.c tu::t:t r.)ut.coEte \vas 

..... , ,..,_.,.....e .1nl--; --..:~~oc;--j L-l. \l·';) -:-r~"'r' t .. ,_J ..-::o~/OP''LPc} ,_._ ..l-l,-:-,·r~F=.orn ~.w.-~_i_,_Pd. 
1 .. J_._ ~ :......&....1. . \.-_\.... . ..,_~1.1...._ ~---L ~ ~------ 41'-" '--- '" . ._ --~L ... - • •. 1..... 1 l--~ ........ --C.J.... _.c 1 ....... - - . 

bJ H3 thit the ove:::-c1ll anticomoetitive e cfect ccul0. be 
sini2ized if in exchange for majoc U.S. co~ces3ions on 
L .::}~ ~c.Iul ec1 se2:"v-ice corr,_?e-t.i ·tion, \;e ob tniTl2C1 2n ag·2:-:.::e~-:'.eY!-·t 

w~ich would enhance the availability of the on~ category of 
service that provides a competitive spur to scheduled air 
s:::>r•xice - - l o'H cost cl:.a.rte .c services . Opero.-tio:c.3 by all ­
charter carriers provi~e not only importartt low-cost trans­
po.:::-t2tion, but also pro•Tid·e an ir0?ort.:wt:. cc2pe t:.i ti -.;e c:ieck 
on the scheduled carriers ' pricing policies. Indeed , it 
LS cur ~iew that co~petition Eio~ charter service increases 
__ :-, ;-~~~-t)..c::.:;.r:cE~ ir:. cii_:--2cJ:. p~::-o;>r;...:.- cio:t to ... ;;e·:::c:~a.s.:~s i:--_ t::~ l~'l:?l 

\.::-~::~?it i ~ io :1 2l :o·,;,~~= .::::.o:-:s sc ::."2c:t: l-2(=: c.::::-r 2_t:: :- .s • 

Presently, charte~ operations are seve~ely constr a i ne~ . 
;'~esc countries re.otr i ct the fo~ml. tion of charter gro·.1ps , 
i ;,·~l)OSe SOC':"i2 :form o f landing rest:-: ictions, and rec:;::.:ire p.:.-io::::-
··o-o~o - 7...,1 o. ,_ ="'~ -~' 1 ::l- · :":":\.,_ ·"=.1." 1. 1l!- ,....o "" '""'o-,-::-.-...- ...... 1:1 ....... 1..1-'"" .....-..ron -= :.-.l· :. .. c'.._- .L V{..t r eu. ..... n Cl1'-<.!.. ""Cc~ .L -'JLL . ~ El~ ':-i'- \ <:-.!..c-11.-=l '-'-" !:"'~ ! .. .L....J .'-

ch.::~rters CO;:'lple·:.::.ely, T:·v:;se practices prevail becil".2.Se •.v·i :::l-,_ 
fc~ cxc8ptio~s, charter services are not inclu~ed in the 
vari~us air transpdrt agreements. 

O:.J.c goal is to link, for "t:.iFl-2 1 a 
li beral charter services understanding to the sdh~~ul2d 
~;c~.(- \/ j_.:;,.:~ s 2:l~~;rc~22 ~nt :-/.it h ·th ~ B ::- i t .. i 3!!, thereby· ~j i v~ ir:~~ cha_-::--=. ~~ 
:; ::~.:. ",.~ -~_:.-~ ~=-· FJ ~ 1~-~ Yt..~c 0~J :--:it i.o:.;. ~c t?q 1.1 i_ r i...;ci ·Lo n12:. :-:e ·t l~2rJ. \·r.i C.:.--:-~ l '2_/ c:. -.... 2. i l-

., 
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CJU'Ve~:ti~ents \Vill deiD.anG the cor:cess.ion.:; reflected l~ 
the Bermuda II ag=eement, such lin~age is crucial. 
Ac:cordi.:1g ly, on i'-~ay ll >de concmllnica ted this Vlew to 
1\.rnba.ssador Boyd and his staff '.vho indicated that they 
'"'ere of the sru--:le mind. 

Eowever, no such linkage has been secured. 
Inste2.d, the !3ritish have agreed only to continue_from 
year to year a Memorandutl1 of Understanding governing 
charters and or:ly in a oanner consistent 'rlith t~1eir 
ct~er international arrangements - - ~hich are to avoid 
~ !i~eral charter regi~e . 

\'/nile I recog.:1ize t:he adva.nced state of the nego­
tiations, I do feel it my obliga.tion on behalf of the 
antitrust l aws and co~petitive policy to bring these 
natters to your attention. Obviously, only you can de ­
cide whece the overall national interest lies. For our 
part, \v·e believe that the. agreement about to be signed 
i s unduly anticompetitiveJ and fa ils to achieve our Rost 
inporta.r.t objective in the charter area. 

R.esoeccfullv, 1 
~ ·' I j 

j, j/" .() r! 
/'/-/ ~-' ·' r' l • 

/ /,~uYI.,:W./i ·r .. 
/ . 

Michael J. Egan _ 
Associa.te Attorney General 
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. . ' • THE WHITE HOUSE • . .. 
WASHINGTON 

r • 

• July 21, 1977 
• 

~ 

• . .. 
Stu Eizenstat 

• The attached was returned in the 
• President's outbox and is forwarded 

• to you for appropriate handling. 
.. .. 

·~ Rick Hutcheson 
t 

"II cc: The Vice President 
• Hamilton Jordan 

II Frank Moore 
0 Jody Powell 
• Jack Watson 

0. Bert Lance .. Charlie Schultze ,. .. Jim Schlesinger . , ., 
• RE: EARMARKING GASOLINE TAXES 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 20, 1977 

THE PRESIDENT 

STU EIZENSTAT ~ 
CHARLES SCHULTZE C t.. ) 

Earmarking Gasoline Taxes 

Yesterday you agreed not to oppose a 3-5¢ gasoline tax under 
consideration by Ashley's Committee. You asked for options 
on how to allocate this revenue. 

Shortly after we met, the Democratic caucus of the Ashley 
Committee voted to support a 4¢ tax, tentatively earmarked: 
~¢ for energy research, ~¢ for a tax turnback to the states, 
1~¢ for mass transit, 1~¢ for general energy related spending. 
This formulation was apparently agreed to after some con­
sultation with Administration officials. 

We do not oppose any increase in gasoline taxes. We believe, 
however, that earmarking tax revenues is unsound budget policy. 
While we recognize that the political pressures in this case 
run counter to sound policy, we believe that any earmarking 
should be as limited as possible. If possible, earmarked 
money should be used to fund existing commitments, rather than 
new initiat~ves. In addition, earmarked money should be 
allocated as flexibly as the politics of the situation will 
permit. 

Since the full Committee will be voting tomorrow on this 
proposal, there is not time to present you with a detailed 
options paper for allocating these revenues. Instead we pro­
pose to recommend some broad modifications in the Committee's 
proposals that will make them less specific. If the measure 
is voted out of committee we will have time to prepare more 
detailed proposals. 



-2-

We believe that the proposed allocation of the tax should 
be modified as follows: 

1) The tax turnback to the States should be increased to ~ 
1¢, but with as few strings as possible. ~ 

2) 

3) 

The 1~¢ for mass transit should be made more flexible 
to cover other energy related transportation expenditures. 
It should be made clear to the Committee that we do not ~~ 
consider this earmarked money to be an add-on to the - ) 
existing levels of transportation expenditures. 

The remaining energy research and energy related general ~~ 
revenue money should be lumped together. r 

Since we are not prepared to support this tax actively in 
return for a change, Ashley may not accept this guidance. 
Al Alm of Schlesinger's staff, who has been close to the 
Committee'swork, advises against any guidance to the Committee. 
He feels that we have achieved a relatively flexible allocation 
and that we should not press Ashley this late in the discussions. 
He proposes focusing on a formula for the Senate. 

We believe, however, that a low-pressure "clarification'' of 
our position might be useful. 

If you approve this guidance to the Committee we recommend 
that Frank talk to Ashley tomorrow morning before the Committee 
convenes. He could indicate that you do not object to the 
gas tax proposal, but that you prefer earmarking along the lines 
we have suggested. Bo Cutter in Bert Lance's absence agrees. 

Approve Guidance to the Committee~ ~ 
Disapprove - Let Committee Vote on its Own 



,'. 

.... 

THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

Stu Eizenstat 
The attached was returned in 
the President 1s outbox. It is 
forwarded to you for appropriate 
handling. 

Rick Hutcheson 

cc: Frank Moore 
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RE: BLACK LUNG BENEFITS REFOID1 
ACT OF 1972 

f • 



THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

Attached is some information 
prepared by OMB concerning 
proposed amendments to the 
Black Lung Benefits Act of 
1972. 

Frank Moore has requested that 
you become familiar with the 
legislation, because of Sen. 
Byrd's great interest in the 
subject. 

Rick 
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Background 

Proposed Amendments to the 
Black Lung Benefits Reform Act of 1972 

Under Part B of the present Black Lung program, HEW pays 
benefits to all persons who filed a successful claim prior 
to July 1, 1973. For those miners or their survivors who 
filed after that date, the DOL under Part C paid benefits 
from July 1, 1973 to January 1, 1974, but pays after that 
date only if the responsible coal mine operator who must be 
insured to pay benefits, cannot be identified. 

Status of Legislation 

H.R. 4544 was reported out of the House Education and Labor 
Committee on March 31, 1977. However, no rule has been 
granted because of its automatic entitlement provision 
which would entitle miners to black lung disability benefits 
based on years employment. s. 1538 was reported out of the 
Senate Human Resources Committee on May 16, 1977, and 
favorably reported out of the Senate Finance Committee on 
June 29 with a number of additional amendments to its tax 
and trust fund provisions. The coal industry has testified 
against any significant substantive changes but has 
supported industry financing through a trust fund. The 
United Mine Workers (UMW) and the Black Lung Associations 
support the House bill, which provides benefits to miners 
not eligible under the Senate bill. 

Issues 

1.) Automatic Entitlements: DOL opposes any benefits 
based exclusively on years of coal mine employment. DOL 
contends there is no correlation between length of employ­
ment and severity of black lung. The House bill requires 
benefit payments for miners who have worked 30 years in 
coal mines (25 years for anthracite miners). Congressmen 
Perkins and Dent, the main sponsors of H.R. 4544, have 
been under heavy pressure from the UMW and the State black 
lung associations not to compromise on this issue. 

Although Senator Randolph, the chief sponsor of S. 1538, 
has also been subject to the same pressure, the automatic 
entitlement in the Senate bill is limited to survivors of 
miners who had worked 25 years and provides the government 
an opportunity to rebut the presumption of disability. 

Electroetatle Copy Made 
for Pr-rvation Purpos~ ~ 
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2.) Medical Disability Criteria: The DOL supports 
transferring the setting of medical standards for disability 
under Part C from HEW to DOL. Both bills would accomplish 
this. However, while both bills limit DOL's authority, the 
House version requires the standards to be no less liberal 
than the interim standards used under Part B. These were 
adopted to let HEW quickly dispose of a large backlog, 
resulting in benefit payments to a substantial number of 
miners who do not have disabling black lung disease. 

3.) Re-reading of X-rays: The DOL opposes any limitations 
on the government's authority to review X-rays, since present 
reviews show large numbers of misreading by private doctors. 
The House bill would ban review of a claimant's physician's 
interpretation of X-rays, the Senate bill of a board-
certified or board-eligible radiologist's interpretation of X-rays 
unless fraud or poor quality of X-ray is demonstrated. 

The re-reading of X-rays has become a very emotional issue with 
the UMW and black lung associations. Claimants are convinced 
that X-rays are being re-read solely for the purpose of 
denying claims. 

4.) Financing of the Black Lung Program: The DOL has 
testified that the Federal government should establish a trust 
fund, financed by the coal industry, to pay all Part C claims. 
Both bills set up a trust fund. The House bill's fund would 
be administered by the coal industry and eliminate the 
responsible operator concept. It would be financed through 
premiums and assessments on coal mine operators. The Senate 
bill's fund would be administered by DOL, HEW and Treasury, 
and pay claims where the last coal mine employment occurred 
prior to January 1, 1970, or where a responsible operator 
could not be identified. The fund would be financed by a tax 
on coal production. we can accept the Senate bill. 

5.) Insurance: The Senate bill would authorize DOL to sell 
insurance to individual operators to cover their liability for 
black lung benefits where private insurance premiums were 
unavailable. Treasury opposes this premium on the grounds 
that it is not a proper function of the Federal government 
to compete with private workers' compensation insurance and 
that the trust fund should not be jeopardized by having it 
subject to insurance underwriting losses. DOL supports the 
provision, but has provided no justification. OMB believes 
competition with private insurance should not be supported 
without a convincing justification and full analysis of the 
implications. 
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6.) Reopening Part B: HEW has testified against applying 
newly enacted standards to the 170,000 claims it denied under 
Part B until it has classified the reasons for denial. The 
House bill would reopen Part B to any miner or miners' 
survivors if the miners' date of last exposed employment 
occurred before December 30, 1969, and require HEW to review 
Part B denied claims and DOL to review all Part C denied 
claims·. 

The Senate bill would not allow reopening of Part B claims 
but any claims denied under Part B could refile under Part C. 

7.) Cost Implications: The Senate bill would result in 
added outlays of $1.1 b1llion over the next 5 years, offset 
by increased revenues of $1.2 billion from trust fund taxes. 
H.R. 4544 would increase outlays by $2.2 billion over the 
same period, offset by $1.3 billion from premiums and assess­
ments. The high cost of the House bill is due primarily to 
the reopening of Part B which will result in an estimated 
$1.1 billion increase in HEW expenditures. 
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THE WHITE HOUSE 

WASHINGTON 

· To Jim Ncintyre: 

Would you please have your 
staff prepare an infoimation 
memo on black lung legislation? 

Hopefully, it would be shorter 
·'· · · than the memo Frank has sent 
,:· in. Also, it should reflect 

any disagreements among agencies, 
instead of reflecting only 
the DoL~sition. 

s. 
/ . 



THE WHITE HOUSE 

WASHINGTON 

June 30, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: FRANK MOORE ~~r 
SUBJECT: BLACK LUNG 

This memorandum is a little longer than you wish, but I 
recommend that you read it. This legislation is 
extremely important to Senator Byrd. 



U.S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

JUN 2 7 1977 

MEMORANDUM FOR: FRANK MOORE 

FROM: Nik Edes \ll 
Deputy Under Secretary 

for Legislation 

SUBJECT: H.R. 4544 and S. 1538--The Proposed 
Black Lung Benefits Reform Act of 1977 

This is in response to your request for information and views 
from the Department of Labor concerning proposed amendments to 
the Black Lung Benefits Act of 1972 now pending in both the 
House and Senate. I understand that the President wanted more 
detailed information about the legislation as a result of a 
recent meeting that he had with Congressman Rahal!. 

The black lung benefits program was established by Title IV 
of the Federal Coal Mine Health and Safety Act of 1969 as 
amended by the Black Lung Benefits Act of 1972. Under the 
present black lung program, the Federal Government pays bene­
fits to all persons who filed a successful claim prior to 
July 1, 1973. In the case of those miners or their survivors 
who filed after that date, the Federal Government pays bene­
fits from July 1, 1973 to January 1, 1974 and after that date 
only if no responsible coal operator can be found. A respon­
sible coal operator has been defined in the regulations to be 
the last coal mine operator for whom the miner has worked a 
cumulative one year period. The pre-July 1973 program was 
administered by HEW and is known as part B; the later program 
is administered by the Labor Department and is known as part c. 

Congress' original interest in passing the black lung law was 
that coal miners should be compensated for black lung diseases 
contracted in conjunction with their employment as miners and 
that the coal industry should bear the costs of such compensa­
tion. The current law, however, has proved seriously deficient 
in achieving these objectives. The law provides little or no 
incentive for coal operators to pay benefits, nor does it pro­
vide sanctions which the Department can impose for operators 
who are found liable but refuse to pay. The existing law does 



-:.:!-

not provide an effective or efficient mechanism for the payment 
of benefits in that it attempts to assess liability for dis­
eases which may have been acquired in the course of many years 
of employment, and/or in multiple mines, upon a single operator. 
As a consequence of these flaws in the legislative design, 
employers tend to contest cases and refuse to pay even when 
deemed the "responsible operator." This has contributed sub­
stantially to the large backlog and time required to process 
black lung claims and is necessitating substantial outlays 
of public funds. Moreover, our administration of the program 
within the Department has been weak, resulting in tremendous 
congressional pressure for change. 

The major issues addressed in black lung legislation pending 
before the House and Senate include whether there should be 
(1) automatic entitlements to benefits based solely on years 
of coal mine employment, (2) modifications in the standards 
for determining what constitutes disability for the purposes 
of the black lung program, (3) limitations on the re-reading 
of X-rays by government medical consultants, (4) revisions 
in the financing of black lung benefits, and (5) a change in 
the law to make the black lung program permanent. The 
Department's position on these issues and the legislative 
remedies contained in pending legislation are discussed below. 

Automatic Entitlements 

In testimony before both the House and Senate Committees 
the Department opposed any entitlement based exclusively on 
years of coal mine employment. There is no evidence that 
clearly demonstrates that there is a correlation between years 
of coal mine employment and the contraction of totally disabling 
pneumoconiosis. 

H.R. 4544--the House bill--contains 3 automatic entitlements 
to benefits without regard to evidence of disease or disability 
based on (1) 30 years of coal mine employment in bituminous mines, 
(2) 25 years in anthracite mines, and (3) 17 years for survivors 
of miners killed in a mine accident prior to June 30, 1971. 

s. 1538 would provide only one automatic entitlement to 
benefits and that is for survivors of miners who worked 25 
years or more prior to June 30, 1971 in any kind of coal mine 
unless the government can prove that the miners were not par­
tially or totally disabled due to pneumoconiosis at the time of 
their deaths. 

---.-~---
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With respect to the automatic entitlement issue, 
Congressman Perkins has made it clear that his primary concern 
is to provide black lung benefits to retired miners with long 
years of coal mine employment. He has been under heavy pres­
sure from the United Mine Workers and particularly from the 
State black lung associations not to compromise on this issue. 

Senator Randolph, the chief sponsor of s. 1538, has also 
been subject to the same pressures. However, the 25-year en­
titlement in the Senate bill is limited to survivors only and 
provides the government an opportunity to rebut the presumption 
of partial or total disability. 

Medical Disability Criteria 

The Department of Labor has testified that the authority 
to promulgate medical standards for the part C program should 
be transferred from the Secretary of HEW to the Secretary of 
Labor. In so doing we can take cognizance of the problems we 
have identified in the three years we have conducted the pro­
gram; we can fit the standards to the requirements of a work­
ers' compensation program; and can take into consideration 
the latest developments in this still-growing field of medicine. 

Both the House and Senate bills would transfer the author­
ity to promulgate medical standards to the Secretary of Labor. 
Although they both provide limitations on the Secretary's au­
thority, the House places greater limitations on the Secretary's 
authority by requiring the use of the liberal interim standards 
used under part B. There is no significant opposition to the 
transfer of authority to DOL. The essential issue revolves 
around whether DOL should be given the authority without any 
limitations. 

Re-reading of X-rays 

The Department has opposed any limitations on the 
government's authority to review X-rays. We believe that the 
review of X-rays by governemnt medical consultants is essential 
to providing the best possible evidence. The House bill would 
ban the re-interpretation of X-rays by a claimant's physician 
unless fraud or poor quality of X-ray is demonstrated. The 
Senate bill would prohibit the Secretary from re-reading an 
X-ray submitted by a board-certified or board-eligible radio­
logist unless fraud or poor quality of the X-ray can be 
demonstrated. 
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The re-reading of X-rays by government medical consultants 
has become a very emotional issue with the UMW and black lung 
associations. Claimants are convinced that X-rays are being 
re-read solely for the purpose of denying claims. 

Financing of the Black Lung Program 

The Department has testified that the Federal Government 
should establish a fund to be financed by the coal industry to 
pay all part C claims of miners and their survivors when the 
miner's last coal mine employment was prior to January 1, 1974. 
Any claim filed involving a miner who worked after January 1, 
1974 would be paid by a responsible operator where one could 
be identified, and, where not, by the fund. It has proved to 
be extremely difficult to identify individual coal mine opera­
tors for the purpose of assigning liability for benefits be­
cause of the age of the claimant population and the nature of 
the coal industry. Fifty-seven percent of the miner claimants 
have been out of the mines for 20 years or more. Eighty per­
cent ceased employment prior to 1969 and almost 90 percent 
ceased employment before 1973. Fewer than 160 of the 4,500 
claims approved by DOL are currently being paid by coal 
operators. 

H.R. 4544 would establish a trust fund for the payment of 
all claims financed and administered by the coal industry and 
would eliminate entirely the responsible operator concept. The 
fund would be financed through a system of premiums and assess­
ments on mine operators. The fund would not be liable for 
claims where the miner's last date of employment occurred prior 
to December 30, 1969. (About 80 percent of the part C claimant 
population ceased employment prior to that date.) 

s. 1538 would establish a trust fund administered by the 
Secretaries of Labor, HEW, and the Treasury for the payment 
of claims where the last coal mine employment occurred prior 
to January 1, 1970. The Department of the Treasury would be 
the managing trustee. The fund would be principally financed 
by the imposition of a legislatively set tax on the Btu con­
tent of coal. Individual operator responsibility would be 
retained for the payment of claims based upon post-January 1, 
1970 employment. Operators would .~ participate in the 
adjudication of claims for which they would be individually 
liable. 

The Senate bill is similar to the Department's recommenda­
tion except that it substitutes January 1, 1970 for January 1, 
1974 as the cutoff date for trust fund liability. 

Program Termination 

The Department has testified that the 1981 termination 
date for the black lung program should be eliminated. However, 
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we do not view black lung as necessarily a permanent Federal 
program. It may be possible to incorporate black lung in 
some overall structure of workers' compensation, occupational 
disease, or welfare reform. Both the House and Senate bills 
would remove the 1981 program termination date. 

Cost Implications 

H.R. 4544 would be more expensive for the Federal 
Government than the Senate bill because many claimants could 
qualify for benefits under part B under which the Government 
pays for the benefits. The estimated costs of the House bill 
for a 5-year period for part C only would be $1.3 billion. 
This estimate does not include any costs under part B for their 
current estimated 170,000 denied claims. We assume that this 
cost would be very substantial. If the automatic entitlements 
were not included in this bill, the total costs of the part C 
program would be $1 billion and the costs of the part B program 
would be very substantially reduced. 

The costs of s. 1538 to the trust fund for a 5-year period 
would be $1.2 billion. Operators would assume an additional 
cost of $300 million. There is a small additional cost for the 
Government under part B under the Senate bill. If the automatic 
entitlement provision were eliminated from the Senate bill, the 
total cost to the trust fund would be reduced to $1 billion. 
Operator liability would also be reduced to just under $300 
million. 

Overall View 

It is the Department's view that S. 1538 is preferable 
to its House counterpart in dealing with the problems in the 
existing program, and the Department, for the most part, feels 
that S. 1538 deserves support. It should be noted that the 
coal industry has testifed against any significant changes in 
the current law but has indicated some sympathy to a trust 
fund concept. The United Mine Workers and the Black Lung 
Associations support the House bill. 

Status of Legislation 

H.R. 4544 was reported out of the House Education and Labor 
Committee on March 31, 1977. The progress of H.R. 4544 has been 
stalled in the House Rules Committee primarily due to resistance 
to the automatic entitlements contained in the bill. 

s. 1538 was reported out of the Senate Human Resources 
Committee on May 16, 1977. It is currently under consideration 
by the Senate Finance Committee and it is expected that the bill 
will be ordered reported out of that Committee before July 1, 1977. 
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THE WHITE HOUSE 

WASHINGTON 

July 21, 1977 

THE PRESIDENT 

STU EIZENSTAT 

Kreps Memo, 7/18 on Local 
Public Works 

In the attached memo (which you need not read) Secretary Kreps 
has responded to a New York Times story critical of the 
Local Public Works Program. She makes these points: 

1) To correct inequities in the distribution of funds to 
areas of highest unemployment, · '.the Commerce Department, 
in consultation with Congress, chose to rely on standard 
data compiled by the Bureau of Labor Statistics and the 
Census. There are three kinds of standard areas for 
which data is available: cities of greater than 50,000, 
the "balance of counties" outside these cities of 50,000, 
and counties with no such cities. Each of these areas 
or cities receives funds based on the extent and severity 
of their unemployment. These funds are sub-allocated to 
cities and towns down to the level of 2,500 population, 
based on the extent and severity of unemployment as 
recorded in the 1970 census. It was not deemed feasible 
to obtain reliable, timely local unemployment data for 
areas smaller than this. Counties and States may assist 
such small towns within their jurisdiction through funds 
they receive, but these small towns are not given allocations 
as a matter of right as larger towns are. 

2) Congress was fully consulted and in overall agreement 
with this approach. 

3) The lower limit of $75,000 on funds allocated to any 
jurisdiction was adopted to achieve administrative 
simplicity and to limit small projects of questionable 
counter-cyclical value. Congress was aware of this 
decision. 

4) Some tradeoffs are inevitably involved in speedy 
distribution of such large amounts of public works funds. 

5) Implemrentation is on schedule, with funds for all 8,000 
projects due to go out by September 30. 



MEMORANDUM FOR THE PRESIDENT 

THE SECRETARY OF COMMERCE 
Washington, D.C. 20230 

July 18, 1977 

The Sunday New York Times critical news article addresses a 
minor aspect of the LPW program, that of the availability of 
unemployment data for small communities. 

General Background 

In proposing to add another $4 billion to LPW as part of the 
economic stimulus package, the Administration decided that 
these funds must be targeted to areas of greatest economic 
distress, those with the largest number of unemployed and 
highest rates of unemployment. The Administration's legisla­
tive proposals to achieve this goal and to reduce other 
inequities of the first round were substantially enacted by 
the Congress. 

In addition to targeting the funds to areas with the greatest 
unemployment other major features of the second round are: 

Distribution of funds on the basis of a $6 billion 
total program in order to compensate for inequities 
in the first round by adjusting the second round 
allocation by what the community received or did 
not receive in the first round; 

Use of nationally developed data to measure unemploy­
ment and to restrict the applicant's unemployment 
to .its own area; 

Providing eligible areas with planning allocations 
at the outset of the second round so that State/ 
local officials would know how much money they 
would be receiving. In this way only those applica­
tions which are necessary to expend an applicant's 
allocation need to be developed and reviewed. Over 
10,000 planning allocations were computed and made 
to State governments, cities, towns, and counties. 

Elimination of the complicated project scoring and 
selection formula used in the first round of the 
program. In the second round State/local elected 
officials will set their own priorities and select 
projects up to the amount of funds allocated to them. 
In the first round the Federal agency made the decisions 
as to what local projects were to be funded; 
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Broaden participation in the program by allocating 
funds to all Governors and eligible county govern­
ments in addition to individual cities and towns. 

Unemployment Data Issue 

The central focus of this countercyclical program both in the 
Administration's policy objectives and in the Act has been to 
target construction funds to areas of highest unemployment. 
Since many of the inequities of the first round program 
resulted from problems with unemployment data and gerrymandered 
areas for which it was used, we have made a consistent effort 
to use only uniform, standardized data for the second round of 
the program. Indeed given the large number of planning 
allocations to be made the program had to rely on federally 
available employment data. 

As part of our continuing dialogue with the House and Senate 
committee staffs on the development of legislation for the 
second round program, the questions of uniform project 
areas and unemployment data were often discussed. Following 
the direction of the Conference Report (April 28, 1977, 
accompanying H.R. 11), project areas for which employment 
data is determined were defined as primary cities, the 
balance of counties excluding such cities, and a county with 
no primary city. As discussed in the Conference Report, 
primary cities were to be those with populations of 50,000 
or more, except in cases where unemployment data had been 
developed for cities between 25,000 and 50,000. By using 
these three kinds of project areas, EDA was able to qualify 
areas throughout the country based on uniform, readily avail­
able data from the Bureau of Labor Statistics. The Conference 
Report in discussing the use of locally available data for 
cities under 50,000 recognized the requirements of OMB 
Circular A-46 in which Federal agencies are required to use 
the unemployment data provided by BLS and also recognized 
the time constraints involved in using other data. It was 
determined that it would have significantly delayed the program 
to obtain and use data on cities between 25,000 and 50,000. 

In a number of overview papers shared with the Congress as well 
as testimony given during oversight hearings prior to the 
program's implementation, EDA officials have thoroughly 
explained how and what unemployment data would be used. 
During the May 19 House hearings, the availability of unemploy­
ment data was discussed several times. EDA representatives 
made it quite clear that, although the legislation provides 
for locally generated data, the program could not be implemented 
on a fair and timely basis if such data were used. 



- 3 -

Planning allocations have been determined and announced for 
the three kinds of project areas according to the number of 
unemployed and unemployment rates of each. There is no 
disagreement with this level of the allocation of the $4 
billion which is clearly in accordance with areas' distress 
and which fulfills the countercyclical purpose of the program. 
There have, however, been some concerns relating to how the 
funds are further allocated to specific communities within a 
county. The points in the news article refer to this aspect 
of the program. 

Comments on Specific Points in News Article 

(a) "Small" Towns Excluded: At the time that EDA calculated 
planning allocations, Bureau of Labor Statistics data 
were unavailable for communities with populations less 
than 50,000. Therefore, EDA used the Department of 
Labor-approved "Census Share"l/ method to determine 
numbers and rates of unemployed in those communities. 
However, Census unemployment data is not available for 
certain places with populations below 2,500. It is 
only these "small" places that are referred to in the 
news article. It is true that many such communities 
are excluded from the second round of the program. 
After weighing several alternatives, it was determined 
that it would not be possible to generally include 
these communities considering the time constraints of 
the program. It was not possible to solicit and 
review local unemployment data for hundreds of small 
communities with populations of less than 2,500. 
However, where possible adjustments were made to 
include some of these small communities. 

It should be particularly noted that this exclusion 
in no way affected or reduced the amount of funds 
allocated for the county. 

(b) Divergence from Congressional Direction: The 
Congressional directions contained in the Conference 
Report have been mentioned above. Since the availa­
bility of unemployment data and EDA's ability to 
quickly implement the program have been thoroughly 
discussed with Committee staff and during hearings, 
it is believed that Congressional intent is being 
fulfilled. Clearly from a countercyclical point of 
view, the purpose of the program is met regardless 
of which small towns within a county actually receive 
the funds. 

1/The Census Share method entails calculating the ratio of 
numbers of unemployed and labor force in a city or town in 
1970 to the county-wide unemployment data in 1970. That ratio 
is then applied to the most recent countywide 12-month average 
unemployment statistics, yielding an approximation of current 
unemployment in the community. 
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(c) $75,000 Lower Limit: The article mentions that the 
policy of not allocating any funds to a community 
which would be entitled to less than $75,000 also 
discriminates against small places. Setting such 
a limit was mentioned during oversight hearings and 
discussed with House and Senate Committee staff 
when it was adopted as a policy. The intent here is 
to minimize the number of small projects of question­
able countercyclical value and to reduce admin­
istrative burden. 

In summary, although the concerns of the Congressmen and 
affected small communi t ies are understandable, they must be 
weighed in the context of the program's overall objectives, 
the complexities of dealing with the problems created by round 
one, and the truly massive administrative task in managing a 
$4 billion effort within time constraints involved. 

CURRENT STATUS 

Final planning targets were issued on July 15 which included 
adjustments to the initial planning targets issued on June 9 
and the distribution of some $200 million which was not 
previously allocated. Those with new or revised planning 
targets have 28 days within which to submit their grant 
application for EDA review and award. 

To date 3,360 projects totalling nearly $2 billion have been 
received by the regional offices. A total of almost 8,000 
projects will be processed between now and September 30. 
The first awards will be announced this week with the proces­
sing of over 1,000 public works grant awards per week during 
August and September. The program is well underway, it is 
meeting the objectives that the Administration and the 
Congress set forth for it and if maximum opportunity is to 
be made of this construction season, it must go forward 
without any other delays. 

a~ 
~ta M. Kreps 
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WASHINGTON 

July 20, 1977 

MEMORANDUM FOR: 

FROM: 

SUBJECT: Call to Congressman Rodino 

we recommend that you call Congressman Rodino this 
week about the undocumented aliens policy. 

Rodino has been involved with the aliens issue for 
nearly a decade, was the prime mover behind the two 
illegal aliens bills that passed the House in recent 
years (to die in the Senate) , and views himself as 
easily the leading Congressional authority on the 
subject. More importantly, though, Rodino believes 
he was responsible, during the campaign, for educating 
you on the complexity and importance of the problem; 
and he feels that those discussions led to your early 
decision to propose a comprehensive solution. 

For all those reasons, Rodino would like to be consulted 
by you before any public announcement is made of the 
Administration's policy. (The Attorney General and Stu 
have each consulted with Rodino and briefed him on the 
policy during its development; those briefings occured 
before your final decision to limit the non-deportables 
to a five-year term). 

Rodino did not re-introduce his bill this year; he has 
been waiting to see the Administration's proposals, 
before deciding whether to support it or re-introduce 
his own bill. Thus far, Rodino is disappointed, on two 
major grounds, with the Administration's policy: 

1. Non-Deportable Status: Rodino favors 
granting permanent resident alien status 
to all illegal aliens resident in the u.s. 
for at least 3 years. He regards the non­
deportable status as certain to produce 
greater discrimination against Hispanics 
(because "non-deportables" would be 
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"second-class citizens"); and as 
unduly harsh treatment for a Democratic 
Administration. 

2. Employer Sanctions: Rodino favors criminal 
sanctions for employers caught a third time 
hiring illegal aliens (the first two offenses 
would be civil penalties). Our proposal 
would impose only civil penalties (injunction 
and monetary fines). 

The points you might make: 

1. 

2. 

3. 

4. 

You recognize his expertise in the area 
and want to hear his views prior to the 
making of any final decisions. You 
recognize that his role will be critical 
to House action on the Administration's 
proposal. 1'111 ~"~ SZ.2. ,, w.e VJ II LJt1 S.J 
C1JI~ wl!hr ID~r .. ,.. CUI"'V7SA" r 
You bnderstan~ from the Attorney General 
and Stu Eizenstat that he has some problems 
with the direction of our policy. You 
would like to hear first-hand his concerns. 

He should recognize that the direction in 
which we are heading is not really that 
different from his proposal. First, our 
employer sanctions are civil in their first 
stages, but if an injunction is violated 
then criminal contempt is available as a 
penalty. Second, we are considering 
permanent resident alien status for illegals 
here since 1970. For others, we are 
considering a "non-deportable" status which 
is not greatly different from permanent 
resident alien status; and the option to move 
to permanent status is always available, 
after additional information is secured 
through registration. 

You would like the Attorney General to 
meet with him again next week to review 
our proposed policy thoroughly. You hope 
that he might consider introducing our 
bill, reserving the right to make some 
changes later. 


